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The  Governing  Committee, 
New  York  Stock  Exchange. 

Gentlemen  : 

I  have  the  honor  of  submitting  to  you  herewith  a 
report  upon  the  administration  and  activities  of  the 
New  York  Stock  Exchange  from  May  1st,  1930  to 
May  1st,  1931. 

I.     THE  ECONOMIC  BACKGROUND 

The  year  1930  will  long  be  remembered,  both  by 
economic  students  and  business  leaders,  as  providing 
only  too  complete  an  example  of  the  recessional  phase 
of  the  business  cycle.  If  genuine  and  permanent  im- 
provements in  the  organization  and  conduct  of  business 
are  to  be  made,  it  is  therefore  particularly  needful 
that  the  record  of  important  developments  during  this 
major  international  business  depression  should  be  pre- 
served and  studied. 

Whatever  one  may  believe  to  be  the  basic  causes  of 
the  depression — and  on  this  score  the  opinions  of  even 
the  foremost  authorities  seem  still  as  far  apart  as  the 
poles — there  is  no  doubt  that  they  arose  long  before 
1930.  Indeed,  the  peak  of  American  bond  prices 
occurred  about  January  1928,  the  turn  in  American 
production  as  a  whole  came  in  May-June  1929,  the 
previously  gradual  decline  in  commodity  prices  became 
noticeably  swift  after  July  1929,  and  the  precipitous 
drop  in  stock  prices  came  early  in  the  fall  of  the  same 
year.  Abroad,  signs  of  the  approaching  depression 
appeared  in  many  countries  during  1928-1929,  and  in 
certain  countries  even  earlier. 

Through  1930,  therefore,  the  vital  question  was  really 
whether  the  recession  in  business  already  under  way 
could  and  would  be  arrested.    During  the  early  months 
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of  the  year,  business  conditions  were  not  without 
considerable  reassurance  in  this  regard.  Production  for 
a  time  rallied  strongly  after  its  great  decline  during 
the  preceding  autumn  and  early  winter.  Consumption 
seemed  to  be  remarkably  well  maintained.  There  was 
a  brief  but  deceptive  halt  in  even  the  down-rush  of 
commodity  prices.  Moreover,  after  the  long  period  of 
unparalleled  prosperity,  public  psychology  had  not  yet 
adjusted  itself  to  the  conception  that  we  were  in  merely 
the  preliminary  stages  of  a  major  business  depression. 
Under  these  conditions,  it  is  perhaps  not  surprising 
that  so  many  people  should  have  thought  that  only 
the  stock  market  had  been  inflated,  and  that  if  stock 
prices  could  rally  strongly,  business  conditions  as  a 
whole  could  be  quickly  restored  to  relative  prosperity. 

Hindsight  is  always  easier  than  foresight.  From  the 
perspective  of  1931,  it  is  easy  to  declaim  against  the 
over-optimism  which  was  so  general  in  the  spring  of 
1930.  Disillusionment  was  not,  however,  long  delayed. 
By  June  the  favorable  appearance  of  current  statistics 
had  faded,  and  again  recession  held  sway.  The  expecta- 
tion of  improved  conditions  in  the  autumn  proved 
another  bitter  disappointment.  A  final  shock  was  the 
further  downward  plunge  in  December,  after  the  faint 
and  again  deceptive  signs  of  stabilization  in  production 
and  commodity  prices  during  earlier  months  of  the 
autumn.  To  these  continual  disappointments  through 
the  year  were  added,  during  its  last  weeks,  the  numerous 
failures  of  banks  throughout  the  country.  During 
1930,  pessimism  and  discouragement  thus  increased  as 
the  year  progressed,  and  attained  their  maximum 
intensity  in  December. 

The  Business  Cycle 

After  the  depression  of  1919-1922,  much  statistical 
and  economic  research  and  very  widespread  public 
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attention  was  devoted  to  the  whole  question  of  re- 
current cycles  in  business  conditions.  Undoubtedly  such 
studies  exerted  a  great  effect  upon  the  subsequent  years 
of  recovery  and  prosperity,  particularly  in  popularizing 
a  policy  among  merchants  of  avoiding  large  inventories. 
These  efforts  lightened  the  severity  of  the  slight  business 
depressions  experienced  in  1924  and  again  in  1927. 
But  unfortunately  the  long  period  of  great  prosperity 
from  1925  to  1929  persuaded  many  people  in  this  country 
that  the  business  cycle  had  been  definitely  abolished, 
and  that  it  had  become  possible  steadily  to  increase 
general  prosperity  indefinitely,  without  the  danger 
of  serious  depressions.  Even  as  late  as  the  spring  of 
1930  there  was  very  general  unbelief  that  the  old- 
fashioned  business  depression  could  again  recur. 

Those  who  have  all  along  continued  to  believe  in 
the  alternating  cycles  of  business  conditions  between 
prosperity  and  depression,  have  been  only  too  com- 
pletely justified  by  the  events  of  the  past  two  years. 
Yet  there  is  still  little  agreement  as  to  the  basic  causes 
of  depression  and  no  generally  certain  conviction 
whether  they  are  actually  preventable,  although  there 
has  been  a  great  diversity  of  suggested  remedies.  All 
this  has  of  course  occurred  before,  and  it  is  not  mere 
cynicism  to  anticipate  that,  while  the  economic  doctors 
dispute,  the  patient  will  one  day  find  that  once  again 
nature  and  rest  have  cured  him.  To  depend  upon  such 
a  negative  method  of  cure  may  seem  a  confession  of 
weakness,  yet  at  least  it  is  a  wiser  course  of  action  than 
to  try  over-violent  experimental  remedies — experimental 
because  no  sure  cure  has  been  devised. 

Obviously  the  business  cycle  must  receive  intensified 
analysis,  and  every  effort  must  be  made  in  the  future 
to  devise  practical  methods  of  lessening  extreme  fluctua- 
tions in  business  activity.  Yet  in  all  probability  no 
single  economic  formula  will  be  found  for  maintaining 
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stable  prosperity.  Even  the  admittedly  important  factor 
of  credit  appears  unable,  by  itself,  to  curtail  booms  or 
prevent  depressions.  To  select  any  single  element  in 
the  business  cycle,  magnify  it  into  a  dominant  causal 
principle,  and  attempt  by  its  manipulation  automatically 
to  prevent  depressions,  is  a  tendency  as  fallacious  as  it 
is  human.  American  business  conditions  are  as  complex 
as  modern  economic  life,  and  as  broad  as  the  whole 
world.  They  cannot  be  epitomized  in,  or  controlled 
by,  a  single  formula.  If  our  survey  of  the  events  of 
1930  is  to  be  fruitful,  it  must  therefore  include  con- 
sideration of  many  different  phases  of  the  recessional 
drift  of  business,  both  here  and  abroad. 

Commodity  Prices 

Perhaps  more  than  any  other  single  set  of  statistics, 
the  course  of  wholesale  commodity  prices  epitomizes 
the  recent  lack  of  equilibrium  in  business  all  over 
the  world  (Chart  I). 

After  the  completion  of  the  1919-1922  post-war 
business  depression,  commodity  prices  remained  re- 
markably stable  at  approximately  145%  of  pre-war 
levels.  There  were  of  course  fluctuations,  especially 
the  rallies  early  in  1923  and  throughout  1925,  and  the 
dips  in  1924  and  1927.  But  from  1923  to  1929  no  swings 
of  magnitude  occurred.  Undoubtedly  this  unusual 
stability  of  commodity  prices  provided  a  substantial 
basis  for  the  current  period  of  prosperity  in  this  country. 
At  that  time,  however,  this  rather  unique  situation 
was  more  frequently  attributed  to  the  control  of  bank 
credit  and  other  factors,  than  to  the  innumerable 
attempts  both  by  governments  and  private  interests  to 
restrain  changes  in  commodity  prices,  often  irrespective 
of  mounting  output  and  sometimes  declining  costs  of 
production. 
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Late  in  1929  commodity  prices  slid  off  to  the  lowest 
levels  seen  since  the  middle  of  1927.  By  March- April 
1930,  temporary  stability  of  commodities  as  a  whole 
occurred  at  a  level  about  the  same  as  the  bottom  of 
these  prices  in  1922.  But  from  May  to  July  the  decline 
continued  very  sharply,  and  after  another  deceptive 
and  more  prolonged  period  of  seeming  stabilization  in 
July-September,  prices  continued  to  fall  swiftly  until, 
at  the  end  of  the  year,  the  index  stood  at  only  about 
12%  above  the  1913  pre-war  level. 

It  is  still  too  early  to  state  with  certainty  the  funda- 
mental causes  of  this  drastic  and  unexpected  downward 
plunge  in  commodity  prices.  Many  business  men  have 
attributed  the  movement  to  over-production,  aggravated 
by  the  many  attempts  at  price-control  and  price- 
stabilization  which,  in  a  period  when  costs  of  pro- 
duction were  so  generally  declining,  inevitably  put  an 
increasing  premium  on  expanding  output  irrespective 
of  the  actual  needs  of  consumers.  On  the  other  hand, 
certain  theoretical  economists  have  denied  that  any 
general  condition  of  over-production  was  possible,  and 
have  declared  that  the  situation  actually  arose  from 
under-consumption  forced  by  an  existing  mal-dis- 
tribution  of  gold  and  a  consequent  shortage  of  credit. 

Whatever  its  causes,  the  effects  of  the  long  and 
drastic  decline  in  commodity  prices  on  the  equilibrium 
of  business  everywhere  have  been  speedy  and  obvious. 
The  foreign  trade  and  sometimes  the  governmental 
revenues  of  certain  debtor  countries  have  been  seriously 
diminished.  Production  of  raw  materials  and  manu- 
factured goods  has  been  checked.  Inventories  have 
imposed  losses  on  producers,  manufacturers  and  mer- 
chants, increasing  as  they  mounted.  Earnings  have 
fallen,  and  in  sympathy  the  prices  of  shares  in  all  the 
security  markets  of  the  world. 
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Inventories 

Ever  since  the  depression  of  1919-1922,  the  danger 
which  over-large  commercial  inventories  hold  to  the 
stability  of  commodity  prices  and  the  whole  equilibrium 
of  business,  has  been  very  generally  realized.  In  fact, 
the  almost  universal  confidence  in  the  stability  of  bus- 
iness prosperity  during  1925-1929  was  largely  based 
on  the  very  comforting  belief  that  mercantile  inventories 
were  remarkably  light. 

In  this  connection  it  is  interesting  to  note  the  indices 
of  inventories  compiled  each  month  by  the  U.  S.  Depart- 
ment of  Commerce  since  1924  (Chart  II).  The  line 
representing  inventories  of  manufactured  goods  shows  a 
gradual  rise  without  large  fluctuations,  1930  revealing 
high  but  seemingly  not  excessive  amounts.  On  the 
other  hand,  the  line  representing  inventories  of  raw 
materials  shows  great  seasonal  changes  each  year, 
dipping  as  it  does  toward  the  early  summer  and  running 
up  sharply  at  the  year-end.  This  seasonal  movement 
undoubtedly  reflects  agricultural  production  to  a  large 
extent.  It  is,  however,  significant  that  the  years 
1926-1928  witnessed  about  the  same  low  points  and 
about  the  same  peaks  in  respect  to  raw  material  inven- 
tories which,  outside  of  their  regularly  extensive 
seasonal  movements,  thus  showed  marked  stability 
through  these  years.  But  in  the  summer  of  1929,  these 
inventories  were  not  reduced  nearly  as  far  as  usual, 
and  at  the  end  of  that  year  rose  to  a  much  higher  point 
than  during  any  of  the  previous  years.  During  1930 
raw  material  inventories,  as  shown  by  this  index,  fell 
seasonally  in  the  early  months  but  reached  their  low 
point  in  June  at  a  level  slightly  higher  than  the  low 
point  for  1929.  Thereafter  they  rose  even  higher  at 
the  year-end  than  during  the  previous  year. 

Assuming  the  accuracy  and  representative  character 
of  this  index,  it  seems  plain  that  one  reason  for  the  con- 
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tinued  decline  of  commodity  prices  during  1930  arose 
from  just  this  inventory  situation.  It  is  an  old  axiom 
of  economics  that  falling  prices  ultimately  curtail 
production  and  stimulate  consumption.  But  experience 
shows  that  the  speed  with  which  this  economic  principle 
operates,  depends  largely  upon  the  amount  of  the  exist- 
ing surplus.  Through  1930  the  inventories  of  raw 
materials  in  this  country  were  too  great  to  be  absorbed 
except  at  lower  price  levels.  It  will  be  interesting  to 
inspect  these  figures  for  the  current  year,  in  their  rela- 
tionship to  commodity  prices.  It  seems  certain  that 
the  illusion  of  "light  inventories"  was  too  general  in 
1929,  and  that  even  during  1930  insufficient  attention 
was  often  paid  to  this  still  significant  element  in  the 
business  cycle.  Also,  the  generally  normal  inventories 
of  manufactured  goods  apparently  blinded  observers  to 
the  quite  different  situation  with  raw  materials. 

Building  and  Construction 

Some  students  of  the  business  cycle  have  long  con- 
tended that  its  violent  fluctuations  might  be  consider- 
ably mitigated  by  deferring  construction  during  booms 
and  stimulating  it  during  depressions.  In  1930  both 
governmental  authorities  and  business  leaders  made  a 
valiant  effort  to  stimulate  construction.  But,  according 
to  the  F.  W.  Dodge  Corporation  figures,  total  building 
contracts  awarded  in  37  States  during  1930  amounted 
to  $4,523,000,000,  a  falling-off  of  $1,249,000,000  from 
the  total  of  $5,772,000,000  in  1929.  Increases  from 
$1,248,000,000  to  $1,651,000,000  in  public  works  and 
public  utilities,  and  from  $376,000,000  to  $382,000,000  in 
educational  construction,  were  thus  insufficient  to  off- 
set declines  from  $1,933,000,000  to  $1,101,000,000  in 
residential,  from  $757,000,000  to  $257,000,000  in  in- 
dustrial, and  from  $933,000,000  to  $629,000,000  in 
commercial  building.    Despite  easier  money  rates  and 

9 


cheaper  materials,  and  the  commendable  effort  made 
in  many  different  quarters  to  stimulate  construction  in 
order  to  lessen  the  severity  of  the  depression,  it  seems 
apparent  from  our  experience  thus  far  that  building 
is  not  always  a  sufficiently  flexible  industry  to  make 
it  as  quick  and  effective  a  counter-balance  in  stabilizing 
the  business  cycle  as  could  be  desired. 

Production 

Increased  production  has  long  been  considered  in  the 
United  States  normal  rather  than  exceptional,  and  is 
indeed  fundamentally  necessary  to  the  process  of  de- 
creasing unit  costs  by  expanding  sales.  During  1925- 
1928,  production  was  maintained  on  a  high  level,  with 
only  one  serious  decline  at  the  end  of  1927.  But  a  year 
later  began  an  astonishing  increase  which  ran  up  to  a 
tremendous  peak  in  the  middle  of  1929.  Thereafter  the 
rate  of  output  fell  away  until  at  the  end  of  that  year 
it  was  lower  than  at  any  time  since  1925. 

Early  in  1930  a  temporary  halt  occurred  in  this  decline, 
which  was  hailed  by  some  as  its  termination.  Public 
opinion  was  therefore  all  the  more  dismayed  when 
production  figures  later  in  the  year  proceeded  to  show 
another  very  drastic  and  almost  continuous  decline. 
Not  until  after  December  of  last  year  did  a  trend  toward 
recovery  set  in. 

The  accompanying  chart  (Chart  III)  presents  in 
graphic  form  the  production  index  compiled  by  the 
Standard  Statistics  Company.  Indices  of  this  sort 
should  always  be  employed  as  a  reflection,  rather  than 
as  a  mathematically  perfect  measurement,  of  the  con- 
ditions to  which  they  refer.  This  particular  index  is 
corrected  for  the  regular  seasonal  fluctuations  which 
the  basic  data  shows,  but  not  for  the  element  of  "secular' 1 
or  long-term  growth.  The  line  marked  "normal"  on 
the  chart,  however,  is  a  computation  of  this  regular 
average  annual  growth. 
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No  production  figures  for  1930  make  cheerful  reading. 
Yet  statisticians  sometimes  render  them  even  more 
lugubrious  than  they  actually  are,  by  correcting  them 
for  an  upward  secular  trend  of  high  annual  proportions. 
When  this  is  done,  the  same  basic  figures  in  1929  and 
1930  may  in  the  index  represent  conditions  in  the  latter 
year  as  seriously  depressed.  Here,  as  in  so  many  other 
cases,  economic  statistics  must  be  "corrected"  with 
caution  and  conservatism,  and  such  corrections  must 
be  in  all  cases  carefully  taken  into  account  before 
accurate  conclusions  can  be  drawn  from  the  readjusted 
figures. 

This  drastic  curtailment  of  American  production  was 
of  course  caused  by  dwindling  demand  from  consumers, 
falling  commodity  prices  and  to  some  extent  awkwardly 
large  inventories.  Its  effect  on  company  earnings  and 
consequently  upon  share  prices  was  naturally  very  great. 
It  is  often  true  that  steadily  increased  production  leads 
to  lower  costs  and  prices,  but  higher  profits.  But  when 
this  process  is  reversed  by  declining  production,  the 
margin  of  profit  can  diminish  very  rapidly  indeed. 

Consumption 

While  industrial  production  is  mainly  a  mechanical 
problem,  and  great  strides  towards  its  scientific  control 
have  been  made  in  recent  years,  as  yet  it  cannot  be  said 
that  production  in  agriculture  or  in  the  extractive 
industries  is  subject  to  an  equally  speedy  control. 

On  the  whole,  however,  consumption  rather  than 
production  seems  to  constitute  the  greater  threat  against 
the  stability  of  business.  By  comparison,  consumption 
statistics  are  scanty,  incomplete  and  problematic  as  to 
their  true  significance.  The  trends  of  consumption  are 
themselves  largely  unpredictable,  and  constantly  subject 
to  the  changing  whims  of  fashion.  If  any  fundamental 
progress  in  stabilizing  the  fluctuations  of  business  is 
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actually  to  be  realized,  a  more  complete  and  accurate 
knowledge  of  consumption  seems  indispensable. 

In  1930  everyone  recognized  the  existence  of  certain 
enigmas  in  regard  to  the  current  and  future  consumption 
of  goods,  but  to  measure  their  true  economic  importance 
was  of  course  much  more  difficult.  It  would,  for 
example,  be  very  interesting  to  know  how  far  con- 
sumption was  actually  decreased  by  unemployment. 
A  novel  phase  of  the  problem  of  consumption  in  this 
last  depression  has  been  the  effect  of  previous  install- 
ment purchasing.  Some  have  even  declared  that,  where 
inventories  were  formerly  held  mainly  by  merchants 
and  middlemen,  in  recent  years  they  have  been  chiefly 
in  the  hands  of  the  consumers  themselves. 

In  theory  it  would  seem  likely  that  the  higher  the 
average  standard  of  living  is  advanced,  the  greater 
becomes  the  proportion  of  luxuries  and  semi-luxuries  in 
total  consumption,  and  in  consequence  the  greater  the 
danger  of  sharp  breaks  in  consumption  resulting  in  brief 
but  very  severe  business  depressions.  Forty  years  ago, 
in  fact,  the  French  economist,  M.  Clement  Juglar, 
declared,  "Paradoxical  as  it  may  seem,  the  riches  of 
nations  can  be  measured  by  the  violence  of  the  crises 
which  they  experience."  Undoubtedly  the  present 
depression  in  the  United  States  seems  all  the  more  severe 
because  it  followed  a  period  of  great  prosperity,  and 
perhaps  it  actually  has  been  more  severe  on  this  account. 
To  protect  society  more  adequately  against  this  apparent 
by-product  of  increasing  wealth,  remains  a  problem 
for  the  future  to  solve. 

Curtailed  demand  has  undoubtedly  resulted  in  a 
marked  decline  in  the  cost  of  living.  This  price  adjust- 
ment is  of  course  a  very  familiar  phenomenon  in  business 
depressions,  and  its  effect  in  the  future,  as  in  the  past, 
will  undoubtedly  be  to  stimulate  consumption  and 
ultimately  to  stabilize  business  on  a  lower  price-level. 
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Also,  it  must  not  be  forgotten  that,  during  periods  when 
the  cost  of  living  is  falling,  the  harm  done  to  people 
dependent  on  business  profits  is  to  some  extent  offset 
in  national  economy  by  the  genuine  benefits  conferred 
upon  people  living  on  fixed  incomes.  Thus,  even  in 
the  most  serious  depressions,  it  is  an  ill  wind  that 
blows  nobody  good. 

Insolvencies 

The  annals  of  1930  would  be  incomplete  without 
commenting  upon  the  business  insolvencies  in  this 
country  which  did  so  much  to  intensify  the  depression. 
The  accompanying  chart  (Chart  IV)  presents  the  annual 
percentages  of  insolvencies  among  all  existing  American 
banks,  national  banks,  commercial  firms  and  New 
York  Stock  Exchange  members. 

Commercial  failures  in  1930  registered  their  highest 
point  since  1915,  yet  showed  only  a  moderate  increase 
over  the  years  since  1925.  The  really  sensational 
insolvencies  occurred  in  banking.  Failures  among  all 
kinds  of  American  banks  totalled  934 — or  3-88%  of  those 
existing  on  June  30th,  1930,  while  those  among  national 
banks  totalled  161 — or  2.22%  of  those  in  existence 
June  30th,  1930.  As  the  chart  shows,  these  percentages 
of  banking  failures  constitute  a  high  record,  unap- 
proached  this  century.  While  the  excessive  bank  failures 
in  1930  undoubtedly  were  affected  in  many  important 
ways  by  the  current  business  depression,  nevertheless 
the  latter  development  cannot  be  cited  as  their  funda- 
mental cause.  For,  as  the  chart  shows,  the  annual 
percentages  of  insolvency  among  all  American  banks 
and  also  among  national  banks  have  been  consistently 
high  during  1923-1929,  although  this  very  period 
witnessed  the  greatest  era  of  industrial  and  commercial 
prosperity  which  this  country  ever  experienced.  Ob- 
viously, the  extensive  bank  failures  during  recent  years 
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have  been  due  to  causes  more  basic  than  the  temporary 
swings  of  the  business  cycle.  The  1930  depression  only 
aggravated  a  tendency  toward  banking  failures  already 
very  pronounced. 

Extensive  Congressional  hearings  concerning  banking 
conditions  and  banking  legislation  have  for  some  time 
been  in  progress  in  Washington.  The  facts  brought 
out  in  the  published  record  of  these  hearings  are  very 
significant,  and  in  accomplishing  this  task  the  Con- 
gressional committees  deserve  the  thanks  of  the  whole 
financial  community.  Just  how  far  changes  in  existing 
legislation,  or  new  legislation,  can  assist  in  improving 
American  banking  conditions  generally,  is  of  course  a 
much  more  difficult  question.  But  it  is  in  any  case 
gratifying  that  efforts  are  already  under  way  to  obtain 
the  facts  of  the  situation,  and  to  make  them  available 
to  the  public.  This  is  an  indispensable  preliminary 
step  toward  improvement. 

Bank  failures  in  1930  were  not  a  fundamental  cause 
of  the  depression,  yet  undoubtedly  they  intensified  it. 
Particularly  during  December  they  exercised  a  very 
powerful  influence  upon  public  opinion  and  upon  the 
stock  market. 

Formerly,  one  of  the  accepted  hall-marks  of  business 
depression  was  the  collapse  of  Stock  Exchange  firms. 
But  last  year  this  factor  proved  comparatively  unimpor- 
tant. In  1930,  6  members  of  the  Exchange  (comprising  5 
Exchange  firms)  were  suspended  for  insolvency,  or 
0.44%  of  the  total  membership  on  June  30th,  1930. 
Under  the  circumstances,  this  was  a  very  gratifying 
showing  indeed  and  I  will  have  occasion  again  to 
refer  to  it  at  a  later  point  in  this  report. 

Company  Earnings 

Stock  market  prices  reflect  current  and  sometimes 
prospective  business  conditions,  primarily  because  com- 
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pany  earnings  are  so  largely  and  so  necessarily  the  basis 
for  estimating  the  real  value  of  common  shares.  When 
earnings  advance  or  decline  only  temporarily,  some- 
times little  or  no  effect  upon  prices  is  seen.  A  case  of 
this  sort  occurred  in  the  last  months  of  1927,  when 
stock  prices  continued  to  advance  despite  the  temporary 
decline  in  earnings.  But  in  major  business  recessions, 
the  marked  and  more  enduring  decline  in  company 
earnings  which  they  occasion,  is  bound  to  result  in 
lower  share  prices. 

In  addition,  the  ratio  of  prices  to  earnings  is  apt  to 
vary  considerably  at  different  points  in  the  business 
cycle.  When  optimism  reigns,  this  ratio  is  apt  to  be 
much  higher  than  in  periods  when  pessimism  is  general. 
According  to  the  interesting  figures  of  the  Standard 
Statistics  Company,  the  price-earnings  ratio  of  industrial 
stocks  rose  as  high  as  15.2%  in  May  1929,  but  sank  to 
10.3%  in  December  1930.  The  similar  ratio  of  utilities 
reached  a  peak  of  27.4%  in  September  1929,  and  descend- 
ed to  14.2%  in  December  1930.  The  ratio  for  rails  fell 
from  13.0%  in  July  1929  to  6.6%  in  December  1930. 

Undoubtedly  investors  should  pay  more  attention 
than  they  frequently  do  to  this  relationship  between 
prices  and  earnings  of  shares.  Yet  in  specific  cases  it 
is  usually  difficult  to  say  just  what  the  ratio  between 
them  should  normally  be.  This  is  apparent  simply 
from  the  above  figures,  with  utilities  showing  ratios 
over  twice  as  high  all  along  as  those  for  the  rails. 
Valuable  as  price-earnings  ratios  undoubtedly  are  in 
making  any  intelligent  estimate  of  the  real  value  of 
shares,  they  must  always  be  interpreted  in  the  light  of 
many  other  considerations. 

The  1930  depression  will  be  remembered  for  the 
general  effort  made  by  our  leading  companies  to  main- 
tain employment  and  dividend  payments,  in  order  to 
avoid  curtailing  public  consuming  power.  Statistics 


17 


of  total  dividend  payments  for  1930,  according  to  a 
compilation  by  the  New  York  Times,  show,  in  fact,  a 
total  of  $4,638,000,000,  against  $4,251,000,000  for 
1929.  Nevertheless,  the  movement  to  reduce  and 
even  to  omit  dividends  assumed  importance  toward 
the  end  of  the  year  and  during  the  early  months  of  1931. 
This  inevitable  tendency  was  of  course  an  influence 
making  for  lower  stock  prices,  since  in  so  many  par- 
ticular cases  changes  in  dividend  rates  were  anticipated 
by  the  course  of  share  prices  long  before  they  actually 
occurred . 

Undoubtedly  the  capital  position  of  American  com- 
panies has  been  unusually  strong  and  sound  during  this 
depression,  as  compared  with  conditions  in  192--1922. 
This  at  least  has  been  one  important  benerit  which 
proceeded  from  the  very  extensive  company  financing 
in  the  years  immediately  previous,  and  has  not  been 
without  very  great  effect  on  the  ability  of  companies 
to  earn  money  and  pay  dividends  during  1930. 

New  Security  Issues 

With  securities  as  well  as  commodities,  rising  prices 
tend  to  stimulate  output  and  falling  prices  to  retard  it. 
According  to  the  compilation  by  the  Commercial  and 
Financial  Chronicle,  new  net  capital  corporate  flotations 
(excluding  amounts  refunded)  aggregated  $4,944,000,- 
000  in  1930,  as  compared  with  $8,639,000,000  in  1929. 
But,  while  share  flotations  fell  from  $6, OSS, 000, 000  in 
1929  to  $1,545,000,000  in  1930,  bond  flotations  increased 
from  $2,550,000,000  to  $3,399,000,000  (Chart  V).  It 
is  interesting  to  note  that  in  1930  utility  financing 
totalled  $2,365,000,000  as  against  $1,931,000,000  in 
1929,  and  also  that  issues  pertaining  to  investment 
trusts  and  holding  companies  fell  off  from  $2,222,000,000 
in  1929  to  only  S232,000,000  las:  year.  In  respect  to 
governmental  financing,  new  net  capital  rlotations  for 
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the  United  States  increased  slightly  from  $1,422,000,000 
in  1929  to  $1,459,000,000  in  1930,  while  foreign  gov- 
ernment issues  increased  in  the  same  years  from  $120,- 
000,000  to  $547,000,000.  The  great  changes  in  Amer- 
ican financial  conditions  during  the  past  two  calendar 
years  were  thus  clearly  reflected  in  the  flotation  of  the 
new  security  issues. 

The  practice  of  financing  through  the  medium  of 
rights  which  was  so  common  in  1929,  continued  into 
the  early  months  of  1930,  aided  by  the  contemporary 
rally  in  share  prices.  But  the  subsequent  decline  in  the 
stock  market  halted  this  trend  completely  in  Novem- 
ber and  December.  All  told,  39,564,099  shares  of  stock 
currently  worth  $2,983,739,229  were  listed  in  1929 
through  the  issuance  of  rights,  as  against  15,080,559 
shares  currently  worth  $1,321,946,913  last  year.  This 
share  financing  by  listed  companies  obtained  approxi- 
mately $770,000,000  for  them  in  1930,  as  compared 
with  $2,047,000,000  in  1929. 

Two  years  ago  the  statement  was  sometimes  made 
that  the  large  brokers'  loans  and  active  speculation  at 
that  time  were  absorbing  capital  needed  by  American 
industry  and  trade.  The  above  statistics  rather  con- 
clusively show  the  fallacy  underlying  this  generaliza- 
tion. Actually,  our  corporate  enterprises  were  obtaining 
much  greater  amounts  of  new  capital  then,  than  they 
have  obtained  more  recently  when  brokers'  loans  were 
low  and  after  theoretically  billions  of  dollars  had  been 
"released"  from  them  and  made  available  for  invest- 
ment. 

Thus  the  contrasting  figures  of  new  capital  made 
available  for  American  business  in  1929  and  in  1930 
clearly  indicate  that,  merely  on  the  score  of  such 
financing,  brokers'  loans  can  be  undesirably  low  as 
well  as  undesirably  high,  and  that  share  speculation 
can  be  too  sluggish  as  well  as  too  active.    What  is 
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really  needed  is  greater  stability  and  wisdom  at  all 
times,  in  directing  the  flow  of  new  funds  into  industry. 

Credit  Conditions 

After  the  world-wide  deflation  of  security  prices  in 
the  autumn  of  1929,  a  downward  movement  of  interest 
rates  set  in  which  continued  through  1930  in  all  the 
great  money  markets  of  the  world. 

The  universal  character  of  the  movement  is  shown  by 
the  rediscount  rates  of  the  leading  banks  of  issue.  In 
this  country,  the  Federal  Reserve  Bank  of  New  York 
lowered  its  rate  from  A/%  to  4%  on  February  7th,  to 
V/%  on  March  14th,  to  3%  on  May  2nd,  to  V/2%  on 
June  20th,  to  2%  on  December  24th,  and  to  l/%  on 
May  8th,  1931. 

Abroad,  the  Bank  of  England  lowered  its  rate  from 
5%  to  A/%  on  February  6th,  to  4%  on  March  6th, 
to  ?>/%  on  March  20th,  to  3%  on  May  1st,  and  to 
V/%  on  May  14th,  1931.  The  Bank  of  France  rate 
was  lowered  from  ?>/%  to  3%  on  January  30th,  to 
V/2%  on  May  2nd,  and  to  2%  on  January  3rd,  1931. 
The  Reichsbank  lowered  its  rate  from  7%  to  6/2% 
on  January  14th,  to  6%  on  February  5th,  to  5/%o  on 
March  8th,  to  5%  on  March  25th,  to  A/2%  on  May 
20th,  and  to  4%  on  June  21st,  but  on  October  9th  it 
was  raised  to  5%  again.  The  rate  of  the  Bank  of  Italy 
was  cut  from  7%  to  6/%  on  March  3rd,  to  6%  on  April 
24th,  and  to  5/%  on  May  19th.  The  Bank  of  Japan 
rate  was  lowered  from  5-48%  to  5-11%  on  October  7th. 
The  Bank  of  the  Netherlands  reduced  its  rate  from 
A/%  to  4%  on  January  16th,  to  J>/%0  on  March  7th, 
to  3%  on  March  25th,  and  to  V/2%0  on  January  24th, 
1931.  The  National  Bank  of  Hungary  rate  fell 
from  1/%  to  7%  on  January  25th,  to  6/%0  on  Feb- 
ruary 13th,  to  6%  on  March  29th,  and  to  5/%  on 
May  30th.     The  National  Bank  of  Belgium  reduced 
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its  rate  from  Y/2%  to  3%  on  May  1st,  and  to  V/2%  on 
August  1st.  The  Bank  of  Poland  lowered  its  rate  from 
8K%  to  8%  on  January  31st,  to  7%  on  March  14th, 
and  to  6}4%  on  June  13th,  but  raised  it  to  llA%  again 
October  3rd.  The  Bank  of  Norway  rate  was  lowered 
from  5%  to  AlA%  on  March  21st,  and  to  4%  on 
November  8th.  The  rate  of  the  Danish  National  Bank 
was  reduced  from  5%  to  4K%  on  March  7th,  to  4% 
on  May  3rd,  and  to  3H%  on  November  13th.  The 
Austrian  National  Bank  reduced  its  rate  from  7A% 
to  7%  on  January  25th,  to  6A%  on  February  11th,  to 
6%  on  March  22nd,  to  5K%  on  May  24th  and  to  5% 
on  September  10th.  The  rate  of  the  Bank  of  Sweden 
was  reduced  from  4K%  to  4%  on  March  7th,  to  J>A% 
on  April  3rd,  and  to  3%  on  February  6th,  1931.  The 
National  Bank  of  Roumania  rate  remained  at  9% 
throughout  1930,  and  was  reduced  to  8%  on  April  1st, 
1931.  The  Reserve  Bank  of  Peru  raised  its  rate  from 
7%  to  8%  on  July  26th,  but  lowered  it  again  to  7% 
on  September  1st. 

Early  in  1930  call  loans  and  prime  commercial  paper 
in  New  York  stood  at  about  5%,  and  prime  bankers' 
90-day  acceptances  at  about  4%.  From  these  levels, 
rates  declined  until  by  autumn,  call  loans  and  accept- 
ances stood  at  about  2%  and  commercial  paper  at 
about  3%.  After  the  usual  strengthening  of  interest 
rates  at  the  year-end,  interest  rates  again  slackened 
in  the  early  months  of  1931,  call  loans  renewing  day 
after  day  at  1>^%.  Probably,  however,  these  open 
market  rates  for  money  have  been  somewhat  misleading 
as  to  the  American  credit  situation  as  a  whole.  For 
bankers'  line  of  credit  advances  have  ruled  considerably 
higher,  and  at  times  have  been  difficult  to  secure. 
It  seems  to  have  been  true  in  all  the  world's  leading 
money  markets,  that  short  funds  were  much  more 
available  than  long  funds,  and  this  disparity  explains 
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in  part  why  bond  yields  have  been  as  high  as  they 
have,  when  short  money  rates  were  so  low. 

The  matter  of  brokers'  loans,  and  also  of  loans  on 
securities  generally,  will  be  discussed  in  a  subsequent 
section. 

Confidence  has  frequently  been  expressed  that  low 
money  rates  would  inevitably  bring  back  prosperity, 
and  many  instances  in  the  past  have  been  cited  in  support 
of  this  assertion.  Yet  the  speed  and  force  with  which 
low  money  rates  operate  to  recreate  prosperity,  have 
varied  considerably  in  different  depressions.  Certainly 
open  market  money  rates  were  unusually  low  in  1930, 
yet  the  response  of  business  conditions  to  them  was 
not  apparent.  It  seems  likely  that,  despite  their 
undoubted  importance,  money  and  credit  constitute 
only  one  factor  in  the  business  cycle,  and  cannot  stabilize 
business  conditions  quickly  and  entirely  of  themselves, 
in  the  absence  of  other  facilitating  developments  in 
the  production,  distribution  and  consumption  of  goods. 
Undoubtedly  problems  of  currency  and  credit  deserve 
continued  study,  if  the  violent  fluctuations  of  the 
business  cycle  are  to  be  minimized  in  the  future.  Yet, 
on  the  basis  of  the  events  of  recent  years,  it  seems 
doubtful  if  automatic  and  complete  control  of  the 
business  cycle  can  be  assured  simply  by  the  restriction 
or  expansion  of  credit,  or  by  the  raising  or  lowering 
of  interest  rates.  No  actual  panacea  for  avoiding 
depressions  is  likely  to  be  found  entirely  within  the 
financial  field. 

American  Security  Markets 

The  stock  market  is  too  often  thought  of  as  a  basic 
cause  of  business  prosperity  and  depression.  While 
no  one  would  maintain  that  developments  in  the 
security  market  are  without  both  economic  and  great 
psychological  significance  to  business,  they  are  never- 
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theless  effects  and  not  causes.  The  stock  market  for 
the  most  part  simply  reflects  business  conditions. 
During  the  steadily  deepening  business  depression  all 
over  the  world  in  1930,  it  was  inevitable  that  diminish- 
ing company  earnings,  fear  or  actual  realization  of  lower 
dividend  payments,  enforced  liquidation  of  securities 
to  obtain  cash,  and  intense  pessimism  concerning  the 
business  outlook  for  the  immediate  future,  should  have 
resulted  in  sharp  and  almost  continuous  declines  in 
stock  prices  after  the  first  few  months  of  the  year. 

American  Share  Prices 

The  accompanying  chart  (Chart  VI)  presents  the 
three  chief  price  indices  or  averages  for  shares  listed 
on  the  Exchange,  which  its  Statistical  Department 
regularly  compiles.  The  "price-index"  represents  the 
monthly  average  prices  of  all  listed  shares,  corrected 
for  split-ups  and  stock-dividends,  and  expressed  in 
percents  of  January  1st,  1925  =  100.  The  Stock  Clearing 
Corporation  series  represents  the  monthly  average  of 
settled  contracts  for  shares,  in  dollars  per  share.  The 
former  series  is  weighted  by  the  size  of  the  respective 
listed  issues,  the  latter  by  the  relative  activity  of  the 
dealings  in  them.  The  third  series,  or  "flat  average," 
represents  the  arithmetical  average  of  the  dollars-per- 
share  prices  of  all  listed  stock  issues,  without  weighting 
of  any  kind.  All  three  series  show  very  clearly  the 
short-lived  rally  early  in  1930,  and  the  subsequent 
severe  decline  in  share  prices.  Although  more  gradual, 
the  downward  movement  in  common  share  prices 
through  last  year  was  almost  as  great  as  in  1929,  if 
measured  by  percentages  of  the  high  levels  of  each 
respective  year.  So  powerful  in  fact  was  the  tendency 
to  liquidate  securities  during  1930,  that  even  the 
average  price  of  all  listed  preferred  stocks  declined 
$10.70  per  share,  as  against  $10.19  during  1929. 
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In  percents  of  maximum  prices  in  1929  and  1930,  the 
decline  in  both  years  was  slightly  less  than  30%  in  the 
case  of  the  "flat"  or  unweighted  averages,  was  about 
36%  in  the  case  of  the  Stock  Clearing  Corporation 
figures,  and  somewhat  higher  in  the  case  of  the  price- 
index. 

In  the  theory  of  stock  market  price  movements,  the 
ill-fated  rally  in  the  spring  of  1930  is  likely  to  prove  of 
especial  interest.  It  has  already  been  noted  that  this 
upward  swing  in  share  prices  did  not  represent  merely 
irrational  speculative  enthusiasm,  but  reflected  a  genuine 
though  temporary  improvement  in  production  and  other 
vital  factors  in  the  general  business  situation.  The 
episode  clearly  indicates  that,  on  this  occasion  at 
least,  stock  prices  very  patently  failed  to  forecast  the 
future  course  of  business.  It  also  provided  one  more 
indication  that  stock  prices  are  an  effect  rather  than 
a  cause  of  business  conditions.  Even  yet,  many  people 
still  seem  to  think  that  if  stock  prices  could  somehow 
be  advanced,  the  business  depression  would  auto- 
matically end.  Yet  the  record  of  1930  shows  that  the 
pronounced  stock  market  rally  in  the  spring  of  that 
year  was  impotent  to  stave  off  a  business  depression  of 
serious  proportions. 

American  Bond  Prices 

Bond  prices  during  1930  displayed  a  rising  tendency 
until  autumn,  and  thereafter  a  distinct  trend  down- 
wards. But,  as  the  accompanying  chart  (Chart  VII) 
shows,  different  classes  of  bonds  participated  in  these 
two  general  price  movements  in  very  different  degrees. 
U.  S.  Governments  rose  most  consistently  and  declined 
least  at  the  end  of  the  year.  Extreme  fluctuations 
occurred  in  the  listed  bonds  of  foreign  corporations,  and 
to  only  a  slightly  lesser  extent  in  American  company 
issues.    Foreign  governments  were  affected  less  by  the 
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contemporary  foreign  revolutions  and  other  political 
troubles,  than  might  have  been  anticipated;  their  prices 
followed  rather  closely  the  averages  for  all  bonds 
listed  on  the  Exchange. 

It  is  interesting  to  note  that  the  latter  inclusive  bond 
price  averages  were  slightly  lower  at  the  close  of  1930 
than  they  had  been  at  its  outset.  The  severity  of  the 
decline  in  bond  prices  toward  the  year-end  which 
produced  this  effect,  was  obviously  not  due  to  money- 
rates,  which  were  easy,  nor  to  suspensions  of  coupon- 
payments  which  were  few.  It  attests  the  unsettled 
financial  conditions  at  that  time,  and  the  same  powerful 
liquidating  movement  already  noted  with  common  and 
preferred  stocks.  It  also  reflected  the  extensive  selling 
of  bonds  out  of  the  holdings  of  banks  making  up  their 
year-end  statements. 

For  several  years  the  real  market  for  bonds  has  been 
among  institutional  rather  than  private  investors,  who 
have  shown  a  decided  preference  for  stock  investments. 
While  some  private  investors  have  been  discouraged  by 
their  losses  in  stocks  and  consequently  have  included 
more  bonds  in  their  portfolios,  others  have  put  share 
certificates  in  their  boxes  to  an  unusual  extent,  with 
the  belief  that  the  long  decline  in  stock  prices  had 
rendered  such  securities  unusually  cheap.  Whether  so 
extensive  a  preference  for  stocks  is  of  benefit  to  the 
investor  himself  is  a  debatable  question.  But  un- 
doubtedly the  bond  market  has  suffered  from  it,  by 
being  rendered  too  dependent  upon  institutional  buyers, 
and  too  sensitive  to  conditions  general  among  com- 
mercial banks. 

Foreign  Stock  Exchange  Prices 

The  accompanying  chart  (Chart  VIII)  shows  stock 
price  movements  since  1925  on  the  stock  exchanges  of 
London,  Paris,  Amsterdam,  Berlin,  Milan  and  Vienna. 
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(A  similar  study  in  the  New  York  Stock  Exchange 
Bulletin  for  February,  1931  also  included  stock  prices 
in  Canada,  Zurich,  Brussels,  Tokyo  and  Melbourne.) 
In  all  these  markets  1930  was  universally  a  year  of 
declining  share  prices.  Berlin  prices  have  fallen  to  the 
levels  at  the  beginning  of  1926,  and  those  of  Paris  to 
the  levels  of  early  1928.  London  and  Amsterdam  prices, 
however,  are  much  lower  than  at  any  time  since  1925. 

It  is  interesting  to  note  that  in  the  spring  of  1930, 
the  same  rallying  tendencies  in  stock  prices  observable 
in  New  York,  also  were  seen  in  all  these  foreign  stock 
exchanges.  It  is  apparent  that  the  failure  of  New  York 
stock  prices  to  forecast  coming  business  conditions,  was 
also  shared  by  price-movements  in  all  these  other  markets. 

The  degree  of  influence  which  stock  price-movements 
in  New  York  and  upon  these  foreign  stock  exchanges 
exert  upon  each  other  is  difficult  to  determine.  Amer- 
icans are  sometimes  informed  by  Europeans  that  stock 
price  swings  in  Wall  Street  are  a  dominant  influence  on 
the  foreign  markets.  Nevertheless,  as  the  accompany- 
ing chart  shows,  the  beginning  of  the  decline  in  share 
prices  everywhere  in  Europe  occurred  prior  to  Septem- 
ber 1929  when  the  downward  movement  in  New  York 
began.  This  fact  would  of  course  lead  one  to  argue 
that  European  markets  did  not  follow  Wall  Street  on 
that  occasion,  but  that  Wall  Street  was  at  length  forced 
to  follow  the  trend  of  stock  prices  already  under 
way  abroad. 

Stock  yields  in  New  York  and  in  the  leading  European 
markets  (Chart  IX)  show  certain  significant  changes  in 
1930.  During  the  preceding  year,  American  yields  had 
worked  down  for  a  time  below  3%,  at  roughly  the 
same  level  as  the  yields  on  French  shares.  The  panic 
of  1929  placed  our  yields  at  one  bound  on  the  higher 
level  of  roughly  along  with  yields  in  London. 

During  1930,  yields  on  shares  in  all  these  markets 
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increased  as  prices  fell.  The  tendency  was  more  marked, 
however,  for  stock  yields  in  London  and  New  York  to 
rise  together,  with  French  yields  considerably  below 
them,  and  Berlin  yields  far  above  them.  The  extra- 
ordinary rise  in  the  yields  on  German  shares  during 
1930  undoubtedly  reflected  the  greater  scarcity  of  capital 
in  that  country. 

Foreign  Bond  Prices  and  Yields 

Price  indices  for  bonds  listed  on  the  London  Stock 
Exchange  and  on  the  Paris  Parquet,  and  yield  indices 
for  bonds  listed  on  the  Berliner  Boerse  and  the  Amster- 
damsche  Beurs,  are  illustrated  in  the  accompanying 
chart  (Chart  X). 

The  decline  in  interest  rates  rendered  bond  prices 
strong  at  the  beginning  of  the  year.  Paris  bond  prices 
touched  their  highest  point  in  February,  then  declined 
until  a  sharp  rally  in  September,  after  which  a  further 
decline  occurred.  London  bond  prices  displayed  a 
somewhat  similar  movement,  except  that  the  peak  for 
the  year  came  in  October.  Both  markets  exhibited 
declining  movements  late  in  the  year  sympathetic  with 
that  in  the  New  York  market. 

In  Berlin,  bond  yields  during  1930  at  first  eased 
perceptibly,  but  firmed  toward  the  closing  months  of 
the  year.  It  is  striking  that  these  yields  should  have 
failed  last  year  to  decline  permanently  below  8%, 
despite  the  low  interest  rates  prevailing  in  the  leading 
financial  creditor  centers.  Steadiest  of  all  was  the 
bond  market  in  Amsterdam,  whose  yields,  although 
already  relatively  low,  declined  slightly  yet  rather  con- 
sistently throughout  the  year. 

Growth  of  the  New  York  Market 

As  of  January  1st,  1931,  there  were  1,607  bond  and 
1,308  stock  issues  listed  on  the  New  York  Stock 


33 


number     NUMBER  OF  ISSUES  LISTED 

OF  ISSUES  (AS  OF  JAN.  1ST  1900-1931) 


1800 


1500 


1200 


900 


600 


300 


/ 

Bonds 

* 

* 

* 

* 

* 

* 

Stocks 

1900        1905        1910         1915         1920        1925        1930  1935 

CHART  XI. 
Statistics  tabulated  in  Appendix  D, 


34 


Exchange.  These  figures  represent  a  total  net  increase 
of  64  bond  and  15  stock  issues,  from  January  1st,  1930 
(Chart  XI).  In  bonds,  there  was  a  net  decrease  of  one 
American  State  and  3  American  municipal  issues,  but 
net  increases  of  20  American  corporation,  17  foreign 
government  and  31  foreign  company  issues.  In  stocks, 
foreign  issues  listed  decreased  by  3,  but  American  issues 
increased  by  18. 

Net  changes  in  listed  issues  during  previous  years 
were  as  follows: 


Year 

Bonds 

Stocks 

Total 

1925  

....  +35 

+  116 

+151 

1926  

....  +53 

+  38 

+  91 

1927  

....  +71 

+  16 

+  87 

1928  

....  +43 

+  79 

+  122 

1929  

....  +9 

+  117 

+  126 

1930  

....  +64 

+  15 

+  79 

Last  year  thus  witnessed  the  smallest  number  of  net 
issues  added  to  the  list  in  the  last  six  years.  Also,  where 
in  1928  and  1929  the  rising  stock  market  was  reflected 
in  greater  listings  of  stock  than  of  bond  issues,  in  1930 
this  situation  was  reversed.  The  increase  in  stock 
issues  was  even  less  than  in  1927,  while  the  increase 
in  bond  issues  was  greater  than  any  recent  year  except 
1927. 

Total  Market  Value  of  Listings 

The  high  point  in  the  total  market  value  of  all 
listed  securities  for  all  time  was  September  1st,  1929  at 
$136,409,448,062.  On  January  1st,  1930  this  figure 
stood  at  $111,600,336,911,  and  on  January  1st,  1931,  at 
$96,404,684,348. 

Fluctuations  in  these  total  figures  have  naturally 
been  due  primarily  to  shares  rather  than  bonds.  During 
1930,  market  value  of  all  listed  bonds  increased  $492,- 
347,109,  as  against  an  increase  in  their  total  par  value 
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of  $1,014,780,463.  But,  although  there  was  an  in- 
crease during  1930  of  169,112,012  shares  on  the  list, 
the  total  market  value  of  all  listed  shares  declined 
$15,687,999,672  (Chart  XII). 

The  number  of  additional  shares  listed  during  1930 
was  less  than  half  as  large  as  the  net  increase  of  370,- 
000,000  shares  in  1929.  Yet  it  was  much  larger  than 
the  increase  of  102,000,000  in  1928,  69,000,000  in  1927, 
94,000,000  in  1926,  or  58,000,000  in  1925. 

It  seems  necessary  to  give  a  word  of  caution  here  as 
to  the  proper  interpretation  of  these  statistics  of  the 
market  value  of  listings.  Some  have  rushed  to  the 
conclusion  that  they  constituted  accurate  measures 
of  a  considerable  part  of  our  national  wealth,  and 
according  to  their  fluctuations,  have  declared  that 
the  American  people  had  "made"  or  "lost"  this  or 
that  number  of  billions  of  dollars.  For  one  thing,  the 
figures  reflect  almost  constant  changes  in  the  list  at 
very  different  rates  of  growth  during  different  periods. 
Also,  the  figures  contain  an  important  element  of 
duplication,  owing  to  the  considerable  number  of 
listed  investment  trusts,  holding  companies,  and  even 
operating  companies  with  investments  in  other  listed 
issues.  Thus  to  a  considerable  extent  the  same  funda- 
mental securities  may  be  included  twice,  once  by  them- 
selves and  again  through  the  reflection  of  their  value 
in  the  securities  first  mentioned.  The  statistical  difficul- 
ties of  attempting  to  "adjust"  these  figures  for  total 
market  values  of  listed  issues  in  order  to  eliminate  such 
factors  of  change  and  duplication,  are  obvious. 

Volume  of  Share  Sales 

The  1930  depression  has  resembled  its  predecessors 
in  that  it  was  preceded  by  a  record  volume  of  share 
sales,  but  later  on  accompanied  by  unusually  sluggish 
stock  markets. 
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As  compared  with  920,550,032  shares  reported  sold 
in  1928,  and  1,124,606,910  shares  in  1929,  share  sales 
during  1930  aggregated  810,632,546  shares.  In  August 
of  last  year,  shares  reported  sold  on  the  Exchange 
declined  below  40,000,000 — the  lowest  month  since 
July,  1928.  In  themselves,  these  figures  do  not  indicate 
extraordinary  stock  market  dullness,  since  this  lowest 
month  in  1930  witnessed  sales  well  above  the  annual 
monthly  averages  in  1925.  But  since  that  time,  as 
the  accompanying  chart  (Chart  XIII)  shows,  the  number 
of  listed  shares  has  tripled.  When  the  ratio  of  shares 
sold  to  shares  listed  is  considered,  the  latter  months 
of  1930  are  clearly  shown  to  be  abnormally  sluggish. 

Some  have  hailed  this  development  as  beneficial, 
since  obviously  the  volume  of  "speculation"  has 
decreased.  But  it  is  worth  while  observing  that,  during 
such  periods  of  stock  market  dullness,  new  financing 
is  hampered  and  the  flow  of  capital  into  industry 
impeded.  Over-speculation  and  frenzied  trading  in 
shares  no  one  wants  to  see,  but  under-speculation 
and  stagnant  markets  are  equally  unwholesome. 

In  January  1931,  the  Stock  Exchange  adopted  the 
practice  of  issuing  the  total  daily  figure  for  shares 
reported  sold  on  the  Exchange,  omitting  the  last  five 
digits.  For  example,  share  sales  of  3,427,219  shares 
would  be  currently  reported  by  the  Exchange  simply 
as  3,400,000  shares.  The  complete  daily  figures  are, 
however,  afterwards  published  month  by  month  in 
the  Bulletin. 

Total  dealings  in  ten-share  unit  stocks  during  1930 
amounted  to  1,667,220  shares,  as  compared  with  1,669,- 
360  shares  in  1929,  and  1,496,460  shares  in  1928.  At 
this  writing  there  are  319  stock  issues  located  at  Post  30 
where  ten-share  unit  dealings  occur. 


39 


Volume  of  Bond  Sales 

In  former  business  cycles,  students  have  often  re- 
marked upon  the  alternation  between  bonds  and  stocks 
in  activity  and  rising  prices.  After  a  major  deflation 
of  the  stock  market,  it  would  be  expected  to  remain 
relatively  quiescent  while  bond  prices  rose  and  activity 
in  the  bond  market  became  pronounced.  During  1929 
much  was  said  concerning  the  impediment  to  bond 
financing  which  the  stock  market  boom  constituted, 
and  after  the  panic  a  livelier  and  stronger  bond  market 
was  very  confidently  anticipated. 

The  accompanying  chart  (Chart  XIV)  presents  in 
graphic  form  monthly  sales  of  bonds  on  the  Stock 
Exchange,  nominal  amount  of  bond  listings,  and  ratios 
of  sales  to  listings.  It  is  especially  interesting  to  note 
that  the  bond  market  was  relatively  less  active  in  1930 
than  in  1929;  presumably  this  was  due  to  the  great 
activity  in  1929  of  convertible  bonds,  whose  prices  of 
course  fluctuated  in  sympathy  with  stocks.  Thus  far 
in  1931  the  bond  market  has  failed  to  exhibit  much 
activity.  It  may  well  be  that  it  is  still  too  early 
in  this  cycle  to  expect  especial  activity  in  the  bond 
market.  It  still  remains  to  be  seen  whether  this 
business  cycle  will  resemble  those  in  the  past,  in  respect 
to  bond  market  conditions. 

Stock  Exchange  Member  Borrowings 

One  of  the  most  striking  financial  developments 
during  the  depression  has  been  the  enormous  liquidation 
of  borrowings  on  security  collateral  by  Stock  Exchange 
members .  These  monthly  ' '  brokers '  loan ' '  figures  estab- 
lished their  peak  for  all  time  on  October  1st,  1929  at 
$8,549,383,979.  By  January  1st,  1930  they  had  con- 
tracted 53%  to  $3,989,510,273.  From  this  level  the 
further  decline  during  1930  carried  the  total  down  to 
$1,893,612,890  on  January   1st,   1931.    During  last 
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year,  the  loans  rose  to  a  peak  of  $5,063,131,359  on 
May  1st,  but  every  successive  month  until  March  1st, 
1931  saw  them  decline. 

All  told,  the  deflation  of  Exchange  member  borrow- 
ings on  securities  from  October  1st,  1929  to  February 
1st,  1931,  amounted  to  $6,829,038,661,  or  about  80%. 
Certainly  no  other  species  of  banking  loan  has  ever 
experienced  so  great  a  reduction  in  terms  of  funds 
involved,  and  few  if  any  in  percentages.  Even  during 
the  1919-1921  depression,  total  deflation  of  Stock 
Exchange  member  borrowings  on  securities  from  $1,- 
784,003,000  on  November  1st,  1919  to  $968,574,000  on 
September  1st,  1921  amounted  to  only  $815,429,000,  or 
about  45%.  Yet  there  has  been  no  instance  where 
lenders  to  Exchange  firms  on  listed  securities  have 
failed  to  obtain  repayment.  It  seems  needless  to  point 
out  that  this  supreme  test  has  justified  the  claims  long 
made  as  to  the  safety  and  liquidity  of  brokers'  loans. 

Not  merely  the  total  amount,  but  also  the  particular 
character  of  brokers'  loans,  changed  in  important 
respects  during  1930,  as  the  accompanying  chart 
(Chart  XV)  reveals.  Although  time  loans  actually 
declined  last  year  in  their  total  amounts,  the  simultane- 
ous decline  in  amounts  of  call  loans  was  so  much  more 
drastic  that  the  proportion  of  the  total  loans  which 
the  latter  represented  declined  from  almost  90%  to 
under  80%.  Loans  from  New  York  banks  and  trust 
companies  constituted  through  1930  a  steadily  increas- 
ing percentage  of  the  total,  rising  from  under  85%  to  90%. 

The  events  of  last  year  also  furnished  valuable  and 
actual  evidence  as  to  the  validity  of  several  rather 
theoretical  criticisms  of  brokers'  loans  previously  ad- 
vanced. Complaint  has,  for  example,  sometimes  been 
made  that  American  country  banks  curtailed  their 
local  loans  in  order  to  lend  in  Wall  Street.  The  great 
wave  of  banking  insolvencies  during  1930  rendered 
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inevitable  the  reflection  that  if  these  unfortunate 
institutions  had  placed  even  more  of  their  funds  in 
"brokers'  loans"  than  they  did,  not  merely  they 
themselves,  but  also  the  immediate  communities  which 
they  served,  might  today  be  in  a  very  much  better 
economic  and  financial  condition  than  they  actually 
are.  Certainly,  the  greatest  damage  a  bank  can  inflict 
upon  its  community  is  to  fail,  and  there  is  no  record 
of  any  American  bank  ever  having  failed  because  of 
excessive  security  loans  to  Stock  Exchange  members. 

There  have  also  been  criticisms  of  brokers'  loans 
for  absorbing  funds  needed  by  commerce  and  industry, 
and  predictions  that  the  '  'release' '  of  funds  from  brokers' 
loans  would  be  put  to  such  uses  and  increase  general 
prosperity.  It  seems  obvious  that  such  assertions  have 
scarcely  been  confirmed  by  the  evidence  of  1930.  For, 
although  vast  funds  were  released  from  brokers'  loans 
during  that  year,  the  depression  deepened  rather 
than  lightened.  The  events  of  last  year  in  this  respect 
seem  clearly  to  emphasize  the  fact  that  brokers'  loans 
do  not  to  any  important  extent  deprive  either  pro- 
duction or  trade  of  its  legitimate  amount  of  financial 
accommodation,  but  instead  that  the  brokers'  loans 
themselves  provide  a  means  for  facilitating  the  flow 
of  capital  into  industry — a  process  upon  which  general 
prosperity  very  vitally  depends.  Undoubtedly  there 
can  be  an  over-expansion  of  brokers'  loans,  like  any 
other  loans,  even  if  they  are  unique  in  the  complete 
extent  to  which  lenders  are  even  under  such  circum- 
stances protected.  But  it  can  be  equally  undesirable 
to  have  brokers'  loans  too  small.  Such  a  condition  is 
really  a  sign  of  weakness  rather  than  strength,  not 
simply  in  a  narrow  Stock  Exchange  sense,  but  for  the 
industry  and  trade  of  the  entire  country. 

Examination  of  the  Federal  Reserve  Bank  of  New 
York  figures  for  "brokers'  loans"  (Chart  XVI)  reveals 
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a  very  interesting  transformation  during  1929-1930 
in  the  sources  of  these  funds.  The  gigantic  deflation 
of  loans  by  "other  lenders,"  begun  in  the  former  year, 
was  continued  last  year.  By  April,  these  loans  had 
decreased,  and  loans  by  New  York  banks  had  increased 
to  approximately  similar  amounts.  Thereafter,  "other 
lenders'  "  funds  continued  to  shrink  to  comparatively 
low  levels,  while  funds  from  New  York  banks  expanded 
further.  Funds  from  out-of-town  banks  rose  from 
December  1929  to  May  1930,  and  thereafter  declined  to 
about  the  same  levels  as  "other  lenders'  "  loans.  Thus 
the  "brokers'  loan"  market  was  returned  to  the 
hands  of  the  New  York  banks  for  the  first  time  since 
1928. 

In  discussing  security  loans,  it  is  of  course  also 
necessary  to  refer  to  the  weekly  statistics  covering  all 
loans  on  securities  made  by  member-banks  of  the 
Federal  Reserve  system.  The  accompanying  graph 
(Chart  XVII)  shows  the  total  of  such  loans  made  by 
banks  in  New  York  City,  by  banks  outside  New  York, 
and  by  both. 

During  the  panic  in  1929,  total  loans  of  this  series 
shot  up  to  a  peak  at  the  end  of  October  and  thereafter 
declined  practically  to  the  levels  before  it.  After  the 
usual  temporary  rise  at  the  year-end,  they  declined  in 
January  and  remained  stable  in  February.  But  in  March 
began  a  rapid  rise  which  terminated  in  mid-June. 
Thereafter  they  declined  slightly  and  for  a  time  remained 
rather  stable.  But  after  a  lower  peak  at  the  beginning 
of  October,  they  declined  sharply  until  the  end  of 
November.  These  fluctuations  in  the  total  figures 
were  due  for  the  most  part,  as  the  chart  shows,  to 
fluctuations  in  the  figures  for  New  York.  Loans  by 
banks  outside  New  York  proved  less  subject  to  change, 
and  declined  little  until  after  September.  By  February 
1931  the  total  figures  had  fallen  to  a  level  lower  than 
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any  seen  since  May  1929,  although  loans  by  New  York 
banks  were  slightly  higher  than  they  had  been  in 
February  1930. 

There  has  been  much  discussion  concerning  the 
relationship  between  brokers'  loans  and  stock  market 
conditions,  and  these  loans  on  securities  made  by  banks 
directly  to  their  customers,  yet  this  subject  remains 
largely  a  matter  of  conjecture.  It  is  interesting  to  note 
that  the  peaks  in  these  direct  security  loans  by  banks  in 
June  and  again  in  September  practically  coincided  with 
breaks  in  stock  market  prices.  Assuming  that  there  was 
an  important  causal  relationship  here,  it  is  not  clear 
which  was  cause  and  which  was  effect,  or  in  other  words, 
whether  declining  prices  contracted  loans,  or  con- 
tracting loans  depressed  prices.  At  the  time  interest 
rates  at  least  were  not  high,  nor  in  the  call  loan  market 
was  there  any  particular  evidence  of  credit  stringency. 

Much  the  same  difficulty  arises  in  attempting  to 
analyze  the  relationship  of  these  statistics  with  the 
figures  for  brokers'  loans.  Totals  for  the  latter  reported 
by  the  New  York  Federal  Reserve  Bank  showed  at 
times  somewhat  similar  fluctuations,  but  their  peak 
occurred  at  the  end  of  April  instead  of  in  June.  Also 
the  brokers'  loan  figures  until  mid-June  were  consider- 
ably higher  than  all  security  loans  by  New  York  banks, 
and  thereafter  were  considerably  lower.  But  whether 
or  not  these  facts  justify  the  assumption  that  loans  on 
securities  were  extensively  shifted  from  brokers  to 
banks,  is  another  question. 

A  final  comparison  of  interest  is  between  total  invest- 
ments, loans  on  securities,  and  unsecured,  or  so-called 
"commercial,"  loans  by  Reserve  member  banks  through- 
out the  country  (Chart  XVIII).  In  1929,  the  "com- 
mercial" loans  rose  until  the  end  of  November,  while 
investments  declined  until  mid-October.  But  in  1930 
the  unsecured  loans  declined  till  fall,  and  their  seasonal 
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peak  in  mid-November  was  considerably  lower  than  the 
level  of  the  beginning  of  the  year — a  reflection,  no 
doubt,  of  the  depression  in  business.  Meanwhile,  in- 
vestments began  early  in  March  a  marked  though 
gradual  rise  which  was  not  interrupted  until  the  especial 
difficulties  and  liquidation  in  November-December.  If 
all  these  three  species  of  bank  lending  are  considered 
together  as  "total  loans  and  investments,"  the  record 
for  1930  shows  a  gradual  rise  from  about  $22,000,000,000 
in  February  to  about  $23,500,000,000  early  in  November, 
and  thereafter  a  decline  to  slightly  under  $23,000,000,000 
at  the  year-end.  Thus  the  banks  included  in  this 
compilation  expanded  their  total  volume  of  credit 
within  1930  by  almost  a  billion  dollars.  The  increase 
of  their  investments  through  the  whole  year  amounted 
to  $1,179,000,000. 

The  Floating  Supply  of  Securities 

During  1930  there  occurred  a  vast  shrinkage  in  the 
floating  supply  of  securities  in  the  New  York  market. 
This  fact  is  evident  from  the  great  decline  in  Stock 
Exchange  member  borrowings  on  securities,  and  from 
the  ratio  which  these  constitute  to  total  market  values 
of  listed  shares.  This  ratio  descended  last  year  to  the 
lowest  levels  since  it  was  first  computed  in  February 
1926;  early  in  1931,  it  fell  even  further  to  below  3.25% 
(Chart  XIX). 

This  ratio  was  devised  by  the  Statistical  Department 
of  the  Exchange  to  throw  light  upon  the  relative  size 
of  the  market  floating  supply,  and  consequently  upon 
the  general  technical  condition  of  the  market.  Both 
theoretical  analysis  and  practical  experience  show  that 
the  ratio  can  be  considered  only  a  rough  indicator  in 
this  regard,  and  it  should  always  be  studied  in  con- 
nection with  other  related  financial  statistics. 

From  1926  until  the  panic  in  1929,  the  ratio  had  swung 
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back  and  forth  between  10.23%  and  8.06%,  rising  as 
a  rule  as  prices  advanced  and  the  floating  supply  be- 
came somewhat  congested,  and  falling  as  prices  declined 
and  the  congestion  in  the  floating  supply  diminished. 
Judging  simply  from  these  years,  it  seemed  that  the 
"normal"  level  of  the  ratio  was  approximately  8.50%. 
This  view  has  been  thoroughly  upset  by  the  1929-1931 
period.  Even  the  short-lived  stock  market  rally  last 
spring  was  reflected  in  a  rise  in  the  ratio  from  5-77% 
(February  1st)  to  6.72%  on  May  1st;  from  that  point 
it  declined  almost  consistently  to  a  record  low  point  of 
3.22%  on  March  1st,  1931. 

It  is  apparent  that  now  more  than  ever  we  are  in  the 
dark  as  to  the  actual  "normal"  level  for  this  ratio.  It 
seems  likely  that  3%  or  thereabouts  will  prove  to  have 
been  abnormally  low.  But  it  may  well  be  that  the 
8%  to  8.50%  level  of  1926-1927,  which  seemed  so  low 
at  the  time,  was  really  too  high.  The  true  significance 
of  the  ratio  may  not  be  certainly  ascertained  until 
both  business  and  the  stock  market  have  recovered  from 
the  current  depression  to  a  point  in  a  new  cycle  of 
business,  comparable  to  the  point  which  1926-1928 
represented  in  the  former  cycle. 

Renewal  Kates 

During  1929,  renewal  rates  for  call  money  touched 
the  highest  levels  since  1920  (Chart  XX).  Last  year 
the  monthly  average  for  renewals  fell  to  2% — the 
lowest  figure  since  August  1924.  In  the  early  months 
of  1931,  the  decline  continued;  monthly  average  rate 
for  renewals  was  1.650%  in  January,  1.500  in  February, 
and  1.517  in  March.  The  February  rate  was  the  lowest 
average  since  July-October  of  1908.  Over  the  whole 
year  of  1930,  call  money  renewals  averaged  only  2.93%, 
as  compared  with  7.71%  for  1929,  6.10%  for  1928, 
and  4.07%  for  1927. 
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For  the  year  1930,  the  average  of  average  daily  rates 
for  new  call  loans  was  2.88%.  Thus  the  difference 
between  this  figure  and  that  for  renewals  was  .051  of 
1%.  This  difference,  which  was  smaller  in  1930  than 
in  any  year  since  1927,  measures  the  accuracy  with 
which  the  renewal  rate  is  made.  Naturally,  it  is  more 
difficult  to  estimate  the  value  of  call  money  in  years 
when  the  rate  is  fluctuating  widely,  than  in  years  when 
it  is  ordinarily  stable.  For  the  whole  period  of  1922- 
1930,  the  difference  in  rates  between  renewals  and  new 
loans  has  amounted  to  only  .0412  of  1%. 

The  International  Phase 

The  following  table,  based  upon  all  securities  listed 
on  the  New  York  Stock  Exchange  on  January  1st,  1931, 
distinguishes  between  foreign  and  domestic  issues  on 
the  list: 

Domestic  and  Foreign  Listings 

As  of  January  1st,  1931 


%  to  %  to 

No.  of  Total  Total 

Security                               Issues  Issues  Market  Value  Value 

U.  S.  Gov't                         61  2.09  $13,509,960,636  14.01 

Foreign  Gov't                     220  7.55  15,902,115,943  16.50 

U.  S.  Co.  Bonds                  1166  40.00  16,069,119,075  16.67 

Foreign  Co.  Bonds                160  5-49  1,903,610,235  1.97 

U.  S.  Co.  Stocks                 1279  43.88  48,017,044,463  49.81 

Foreign  Co.  Stocks                29  .99  1,002,833,996  1.04 


TOTAL   2915    100.00   $96,404,684,348  100.00 


Total  U.  S.  Issues   2506     85-97   $77,596,124,174  80.49 

Total  Foreign  Issues....        409     14.03     18,808,560,174  19-51 


The  percentage  of  foreign  issues  listed  as  of  January 
1st  each  year  was  8.54%  in  1926,  9.92%  in  1927, 11.98% 
in  1928,  13.65%  in  1929,  12.83%  in  1930,  and  14.03% 
in  1931.  Thus,  except  for  the  1930  figure,  the  increase 
has  been  consistent  and  foreign  issues  constituted  a 
larger  percentage  of  total  listed  issues  at  the  beginning 
of  this  year  than  ever  before. 
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The  similar  comparison  of  the  market  value  of  all 
listed  foreign  issues  is  also  interesting.  As  of  January 
1st,  1926,  the  market  value  of  listed  foreign  issues 
amounted  to  6.31%  of  the  total;  on  the  same  day  in 
1927  it  was  6.51%;  it  rose  to  6.97%  in  1928;  to  17.06% 
in  1929;  to  17.16%  in  1930;  and  finally  to  19-51%  in 
1931.  The  great  jump  in  1929  was  largely  due  to  the 
listing  during  the  previous  year  of  the  two  very  large 
British  sterling  war  loans;  if  these  two  issues  were 
omitted  from  consideration,  the  percentages  would  be 
7.01%  for  the  beginning  of  1929;  7.05%  for  1930;  and 
7.94%  for  1931.  These  figures  show  that,  while  the 
market  for  foreign  securities  on  the  New  York  Stock 
Exchange  has  grown  steadily  over  the  past  few  years, 
undoubtedly  the  essentially  domestic  character  of  the 
whole  market  has  not  as  yet  been  greatly  changed. 

Changes  in  the  character  of  listings  from  year  to  year 
are  largely  attributable  to  trends  in  the  flotation  of 
new  security  issues.  The  accompanying  chart  (Chart 
XXI),  based  on  the  Commercial  and  Financial  Chronicle 
statistics  for  annual  public  net  capital  security  flotations, 
reveals  these  trends  in  domestic  and  foreign  government 
and  company  issues  since  1919.  It  is  significant  that, 
for  the  first  time  since  1921,  the  flotation  of  American 
company  securities  showed  a  decrease  in  1930 — a  natural 
result  of  the  business  depression  and  declining  security 
prices.  There  was  also  a  perceptible  increase  in  the 
flotation  of  foreign  government  issues,  from  $120,- 
000,000  in  1929  to  $547,000,000  in  1930.  Foreign 
company  issues  amounted  to  $637,000,000  in  1929,  and 
to  $461,000,000  in  1930.  Thus  foreign  issue  flotations 
as  a  whole  were  $251,000,000  greater  last  year  than 
they  were  in  1929. 

Ever  since  the  United  States  became  an  extensive 
investor  abroad,  foreign  governments  and  foreign  com- 
panies seeking  capital  through  the  sale  of  their  securities 
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have  regularly  had  to  compete  with  the  demands  for 
investment  funds  arising  from  new  domestic  govern- 
ment and  company  issues.  The  fact  that  the  United 
States  is  still  a  growing  country  whose  natural  need 
of  capital  is  thereby  bound  to  be  great,  has  of  course 
intensified  this  competition  beyond  the  degree  or- 
dinarily experienced  in  the  older  creditor  centers  of 
Europe.  The  extent  and  character  of  foreign  financing 
here  have  always  been  at  the  sufferance  of  domestic 
financing. 

The  decline  in  total  foreign  financing  in  1929  un- 
doubtedly corresponded  with  the  great  increase  in 
domestic  financing.  Conversely,  the  sharp  drop  in 
domestic  financing  last  year  was  accompanied  by  a 
perceptible  increase  in  foreign  flotations. 

Economic  Disturbances  Abroad 

Foreign  financing  in  America  is,  of  course,  affected  by 
developments  abroad  as  well  as  in  the  United  States, 
especially  in  years  like  1930.  The  depression  of  1929- 
1930  has  been  world-wide,  both  in  its  causes  and  its 
effects.  Not  only  has  a  general  strain  been  imposed  on 
commerce  and  industry  everywhere,  but  the  universal 
economic  disturbances  have  been  basically  responsible 
for  many  political  upheavals,  governmental  crises  and 
even  revolutions  abroad. 

Governmental  instability  has  been  especially  notice- 
able in  the  economically  immature  debtor  countries  of 
the  world,  whose  prosperity  normally  depends  so 
largely  upon  the  production  and  export  of  a  few  raw 
materials,  or  sometimes  of  a  single  one.  When  the 
demand  for  such  raw  materials  slackens  in  the  creditor 
countries,  inventories  rapidly  spring  to  light  and  prices 
fall.  This  shock  is  quickly  communicated  to  the 
debtor  countries,  who  find  themselves  no  longer  able  to 
pay  their  debts  and  balance  their  international  trade 
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account  with  exports  of  raw  materials,  both  because 
it  takes  more  materials  to  balance  the  same  gold  debt, 
and  also  because  the  demand  for  the  materials  them- 
selves has  decreased.  At  the  same  time  this  decline 
in  their  exports  often  curtails  local  export  taxes,  de- 
creases governmental  revenues,  imperils  the  stability  of 
governmental  budgets,  and  thus  makes  it  difficult  or 
impossible  to  obtain  loans  in  the  creditor  countries. 
To  support  falling  exchange  rates,  the  debtor  nations 
must  in  consequence  ship  gold  to  their  creditors  and 
contract  their  internal  credit  structure,  and  sometimes 
they  are  led  to  abandon  the  gold  standard  entirely. 
Such  serious  economic  strains  may  be  reflected  politi- 
cally in  the  overthrow  of  existing  governmental  ad- 
ministrations, sometimes  by  peaceful  ballot  and  some- 
times by  revolution.  The  financial  remedy  for  such 
situations  in  these  debtor  countries  consists  principally 
in  increased  governmental  economy  and  the  sale  of  new 
governmental  securities  in  the  creditor  markets.  Need- 
less to  say,  such  curative  processes  usually  require  a 
certain  length  of  time  for  their  accomplishment. 

In  1930  the  above  tendencies  have  been  witnessed, 
not  only  in  the  new  countries  of  South  America  and 
Australia,  but  also  in  the  old  yet  backward  countries  of 
the  Orient.  But,  in  these  silver-standard  communities, 
the  fall  in  the  price  of  silver  has  created  an  additional 
monetary  problem,  with  serious  effects  upon  inter- 
national trade.  Further  uncertainties  and  risks  to 
business,  both  there  and  here,  have  also  been  imposed  by 
the  existing  political  unrest  in  China  and  India. 

It  is  from  the  creditor  countries  that  financial  relief 
must  come.  Yet  in  America  and  Western  Europe, 
domestic  problems  and  difficulties  complicate  this  in- 
ternational task.  In  many  of  the  leading  creditor 
countries,  the  depression  has  reduced  tax  receipts, 
created  current  deficits  in  governmental  revenue,  and 
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made  domestic  governmental  financing  necessary.  In 
the  United  States,  the  apparent  preference  of  the  public 
for  share  rather  than  bond  investments  has  to  some 
extent  limited  the  new  issue  market  for  domestic  as  well 
as  foreign  bond  issues.  An  added  problem  arises  from 
the  payments  on  the  inter-allied  debts  called  for  be- 
tween so  many  of  the  normally  creditor  countries  them- 
selves. Also,  the  gold  payments  from  the  hard-pressed 
debtor  nations  do  not  always  find  a  final  destination  in 
the  particular  creditor  countries  which  through  their 
experience  and  financial  organization  can  most  effec- 
tually employ  them  as  a  basis  for  the  extension  of  long- 
term  international  credit. 

As  a  general  thing,  however,  prices  of  raw  materials 
fluctuate  more  quickly  and  to  a  greater  extent,  than 
prices  for  fabricated  goods.  For  this  reason,  older 
countries  dependent  on  foreign  sources  for  their  raw 
materials  can  frequently  make  increased  unit  profits  on 
their  finished  goods,  when  wholesale  commodity  prices 
fall.  At  first  this  advantage  may  be  offset  by  the  de- 
creased amount  of  their  foreign  trade,  but  ultimately  it 
becomes  a  powerful  factor  in  creating  a  new  era  of 
prosperity. 

So  violent  has  been  the  decline  in  commodity  prices, 
that  it  has  upset  the  equilibrium  of  trade  all  over  the 
world.  The  adjustment  of  international  economy  to 
lower  commodity  prices  is  very  naturally  too  complex  a 
process  to  allow  of  immediate  completion.  Through 
1931  it  will  be  interesting  to  watch  the  current  statistics 
on  commodity  price  levels  and  new  foreign  government 
bond  financing,  two  series  of  statistics  which  will 
presumably  reflect  the  advent  of  a  new  condition  of 
equilibrium  in  international  trade  and  the  restorative 
flow  of  new  capital  from  the  creditor  countries  to  the 
debtor  nations. 

It  is  of  course  a  considerable  assumption  that  in 
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these  matters  history  will  repeat  itself  at  all  exactly. 
Nevertheless,  the  annual  totals  for  foreign  government 
bond  flotations  in  New  York  since  1919  and  in  London 
since  1924  illustrated  in  the  accompanying  chart  (Chart 
XXII)  may  presage  the  future  as  well  as  to  reveal  the 
past. 

II.     PUBLIC  RELATIONS 

Through  the  past  year,  the  public  relations  of  the 
Stock  Exchange  remained  harmonious  and  without 
serious  misunderstandings,  despite  a  strain  from  con- 
tinually declining  share  prices  which  was  trying  both 
to  the  investing  public  and  to  the  institution  itself. 
There  has  been  manifested  a  more  skeptical  attitude 
concerning  many  financial  practices  which  is  natural 
and  inevitable  during  so  drastic  and  universal  a  de- 
pression. But  public  discussions,  even  of  such  con- 
troversial topics  as  short-selling,  have  almost  always 
been  characterized  by  an  attitude  of  open-minded  and 
serious  inquiry  rather  than  uninformed  prejudice  or 
abuse  for  its  own  sake. 

This  has  of  course  been  a  striking  change  from  earlier 
periods  of  a  similar  economic  nature,  and  it  must  be 
ascribed  to  the  greatly  increased  knowledge  and  famili- 
arity of  a  tremendously  expanded  security-buying 
public,  with  Stock  Exchange  functions  and  methods  of 
operation.  The  public  has  itself  become  a  part  of 
Wall  Street  since  the  War.  It  has  no  desire  to  see 
dangerous  and  unjustified  experiments  attempted  with 
the  financial  machinery  upon  which  it  has  learned  to 
depend  for  the  liquidity  of  its  security  holdings  and 
other  such  services  useful  to  it  in  its  role  of  security 
buyer. 

In  recent  years  the  word  "education"  has  frequently 
been  wrenched  out  of  its  original  meaning,  to  apply 
to  purely  commercial  propaganda  and  salesmanship. 
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The  educational  efforts  of  the  Exchange,  however, 
have  not  been  of  this  order,  and  should  not  be  con- 
sidered in  this  sense  of  the  term.  Believing  that 
education  begins  at  home,  the  Exchange  has  in  the  past 
few  years  organized  what  is  probably  the  largest  and 
most  intensive  financial  training  school  in  the  world — 
The  New  York  Stock  Exchange  Institute — for  the 
benefit  of  its  own  employees  and  those  of  its  members. 
In  addition,  the  Exchange  has  in  a  variety  of  ways 
tried  to  render  information  concerning  securities  and 
financial  problems  available  to  the  entire  public. 
Addresses  by  the  President  of  the  Exchange,  and  in- 
deed this  annual  report  itself,  are  examples  of  this 
policy.  The  recently  inaugurated  New  York  Stock 
Exchange  Bulletin  is  another. 

If  is  of  course  true  that  there  is  a  selfish  purpose  in 
these  efforts  of  the  Exchange,  which  is  just  as  anxious 
as  any  other  business  institution  to  enjoy  the  undoubted 
benefits  of  a  sympathetic  public  opinion.  But  in  this 
regard  the  New  York  Stock  Exchange  occupies  an 
almost  unique  position.  It  is  not  itself  a  profit-making 
institution.  It  does  not  buy,  sell  or  recommend  securi- 
ties. Its  task  is  to  maintain  a  free  and  open  market 
in  listed  securities  in  behalf  of  the  whole  public.  Its 
preoccupation  is  and  must  be  with  sound  methods  of 
finance  and  with  the  legitimate  processes  of  investment 
and  speculation  themselves.  The  Stock  Exchange  in 
consequence  represents  the  whole  body  of  American 
security  investors,  and  it  would  fail  of  its  proper  duty 
if  it  did  not  make  an  adequate  effort  to  explain  to  the 
whole  public  of  the  country  the  available  safeguards, 
and  also  the  frequently  perplexing  difficulties  and 
problems,  of  the  security  market. 

Anti-Fraud  Activities 

Declining  markets  have  often  focussed  attention  on 
financial  irregularities  which  escaped  detection  in  earlier 
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and  easier  times.  To  this  rule  1930  was  no  exception. 
At  least  it  may  be  said  that  during  this  depression,  the 
financial  community  has  largely  escaped  the  plague  of 
bucketshops,  whose  collapse  proved  so  sensational 
and  troublesome  a  feature  of  the  last  major  depression 
in  1921-1922. 

The  Stock  Exchange  has  continued  its  efforts  to  stamp 
out  not  only  the  sale  of  fraudulent  issues,  but  also  the 
employment  of  illegitimate  methods  of  selling  securities 
generally.  The  Better  Business  Bureaus  have  once  again 
demonstrated  their  efficiency  in  detecting  cases  of 
fraud  and  bringing  them  to  the  attention  of  the  proper 
authorities.  The  Post  Office  Department  of  the  Federal 
Government  and  the  Security  Commissions  of  the 
different  States  have  performed  valuable  services  to 
legitimate  finance  and  to  the  investing  public  by  their 
anti-fraud  activities.  In  this  State  particular  com- 
mendation is  due  to  the  United  States  Attorney  for  the 
Southern  District  of  New  York,  the  Attorney-General 
of  the  State  of  New  York,  and  the  District  Attorney  of 
New  York  County.  The  Stock  Exchange  has  made 
every  endeavor  to  cooperate  with  these  gentlemen, 
particularly  of  course  through  its  Committee  on  Busi- 
ness Conduct. 

Educational  and  Publicity  Work 

The  broadening  interest  in  securities  markets  in  late 
years  has  resulted  in  a  constantly  increasing  demand 
for  information  concerning  the  Stock  Exchange,  and 
has  necessitated  a  great  expansion  in  its  educational 
publicity  work.  Inquiries  received  by  the  Committee 
on  Publicity  during  the  past  year  exceeded  in  volume 
those  of  any  other  year.  This  Committee  has  con- 
tinued its  policy  of  making  available  to  students, 
schools,  colleges,  and  individuals  all  detailed  in- 
formation necessary  to  maintain  the  accuracy  of  their 
studies. 
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More  than  1,000,000  pamphlets  were  distributed 
during  the  past  year  to  member  firms,  banking  institu- 
tions, public  officials,  students,  and  individuals.  These 
were  distributed  not  only  by  the  Committee  on  Publicity 
direct,  but  also  by  member  firms  to  their  customers. 
Approximately  100,000  visitors  were  received  in  the 
galleries  of  the  Exchange,  where  the  operations  of  the 
market  were  explained  by  attendants  from  the  staff  of 
the  Committee  on  Publicity. 

The  two  motion  picture  films,  "The  Mechanics  of 
the  Nation's  Market  Place,"  and  "The  Nation's  Market 
Place,"  have  continued  to  be  in  constant  demand  for 
showing,  both  theatrical  and  non-theatrical,  through- 
out the  country.  A  total  of  more  than  2,000,000  persons 
have  made  up  the  audiences  which  had  viewed  "The 
Nation's  Market  Place"  at  the  end  of  1930.  "The 
Mechanics  of  the  Nation's  Market  Place,"  which  was 
not  released  until  a  year  later  than  the  first  picture,  has 
been  exhibited  to  more  than  300,000  people.  These 
films  are  available  at  any  time  for  exhibition  to  audiences 
anywhere  in  the  United  States,  without  charge. 

During  the  past  fiscal  year,  I  have  made  six  public 
addresses,  two  in  New  York,  two  in  Boston,  one  in 
Chicago  and  one  in  Philadelphia.  These  have  been 
printed  and  made  available  for  distribution. 

III.     THE  COURSE  OF  ADMINISTRATION 

Memberships 

According  to  the  plan  for  increasing  the  membership 
of  the  New  York  Stock  Exchange  which  became  effective 
February  7th,  1929,  each  of  the  existing  1,100  members 
obtained  one-quarter  of  a  new  membership,  and  the 
maximum  possible  membership  of  the  Exchange  was 
thus  raised  to  1,375.  These  so-called  "rights"  on 
memberships  expire  in  February,  1932. 
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During  1929,  920  of  the  total  1,100  "rights"  were 
transferred  from  the  original  owners,  resulting  in  the 
acquisition  of  230  out  of  the  275  new  memberships  thus 
created.  By  May  1st,  1931,  1,004  of  the  1,100  "rights" 
had  been  transferred  from  the  original  owners,  and  251 
of  the  possible  275  new  memberships  had  been  acquired. 
During  1930  there  occurred  the  transfer  of  128  Exchange 
memberships,  against  100  in  1929. 

The  prices  of  Stock  Exchange  "seats"  in  1930  ranged 
from  a  high  of  $480,000  on  May  15th  to  a  low  of 
$205,000  on  December  31st.  The  average  price  of 
memberships  transferred  "ex-rights"  in  1930  was 
$352,871.  The  highest  price  at  which  a  seat  was  ever 
transferred  "with  rights"  was  $625,000  on  February 
7th,  1929. 

During  the  past  calendar  year  three  Stock  Exchange 
members  died,  as  compared  with  seventeen  in  1929 
and  ten  in  1928. 

Appeals 

There  were  eight  appeals  to  the  Governing  Committee 
from  decisions  of  the  Arbitration  Committee  during 
1930,  none  of  which  was  sustained.  There  were  no 
appeals  from  the  decisions  of  other  Standing  Com- 
mittees. 

Insolvencies 

Allusion  has  been  made  earlier  in  this  report  to  the 
insolvencies  of  Stock  Exchange  members. 

During  the  calendar  year  of  1930,  six  Stock  Exchange 
members  were  suspended  for  insolvency.  This  is  the 
largest  number  of  such  insolvencies  for  any  year  since 
1922,  and  not  since  1923  has  the  percentage  of  Exchange 
insolvencies  been  so  high.  There  were  three  failures, 
or  0.27  of  1%  of  the  existing  membership,  in  1919; 
five  or  0.45  in  1920;  eight  or  0.72  in  1921;  nine  or  0.81 
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in  1922;  five  or  0.45  in  1923;  and  four  or  0.36  in  1924; 
in  1925,  1927  and  1928  there  was  only  one  apiece,  or 
0.09;  in  1926  there  was  none  at  all,  and  in  1929  there 
were  two,  or  0.16.  Last  year  the  six  insolvencies 
raised  the  percentage  to  0.44  of  the  existing  membership 
as  of  June  30th. 

Exchange  member  insolvencies  arc  usually  heaviest 
in  the  year  after  a  panic.  But  it  is  interesting  to  note 
that  the  percentage  of  insolvents  to  the  total  member- 
ship last  year  of  0.44  of  1%,  compares  with  1.18%  for 
1901,  0.72%  for  1907,  0.81%  for  1908,  0.90%  for  1914, 
0.72%  for  1921  and  0.81%  for  1922.  The  average 
annual  percentage  of  insolvency  for  the  whole  period 
of  1900-1930  was  0.43%— only  very  slightly  less  than 
last  year's  figure. 

When  the  violence  and  duration  of  security  liquidation 
through  the  year  is  recalled,  this  showing  by  Stock 
Exchange  firms  becomes  a  cause  for  distinct  gratification. 
In  accounting  for  it,  undoubtedly  a  great  deal  of  credit 
must  be  accorded  to  the  Exchange's  questionnaire 
system  for  the  examination  of  the  financial  condition 
of  its  member-firms.  The  questionnaire  system  cannot 
prevent  all  insolvencies,  but  it  can  and  does  reduce 
them  to  a  minimum.  The  years  1929  and  1930  have 
provided  conclusive  evidence  of  its  great  value  to  the 
entire  community  under  the  most  trying  conditions  in 
the  security  market  experienced  in  this  generation. 

Listings 

During  the  calendar  year  of  1930,  the  Governing 
Committee  passed  upon  524  applications  for  listings. 
This  figure  compares  with  759  applications  in  1929, 
571  in  1928,  449  in  1927,  390  in  1926,  and  426  in  1925. 

Comment  upon  changes  in  the  list  during  1930  in 
numbers  of  issues  and  their  total  market  values,  has 
been  made  in  an  earlier  section  of  this  report.    In  this 
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place,  only  changes  in  the  nominal  amounts  of  listed 
securities  will  be  discussed. 

The  aggregate  nominal  value  of  listed  bonds  as  of 
January  1st,  each  year,  has  in  recent  years  been  as 
follows : 


Nominal  Value 

Year  Bonds  Listed  Annual  Change 

1925   $35,457,811,674  +$1,537,277,859 

1926   36,995,089,533  +  904,964,117 

1927   37,900,053,650  —  1,018,733,528 

1928   36,881,320,122  +11,707,229,732 

1929   48,588,549,854  +  469,549,580 

1930   49,058,099,434  +  1,014,780,463 

1931   50,072,879,897   


The  sharp  increase  during  1928  was  due  to  the  listing 
of  two  British  Government  sterling  war  loans  totalling 
approximately  $12,000,000,000.  In  respect  to  aggre- 
gate nominal  value,  listed  bonds  were  greater  at  the 
first  of  this  year  than  at  the  beginning  of  any  other 
year  on  record. 

Respecting  changes  in  listed  bonds  during  1930,  the 
total  increase  in  the  nominal  value  of  all  listed  bonds  of 
$1,014,780,463  resulted  from  net  increases  of  $509,- 
000,000  in  U.  S.  railways,  $152,000,000  in  U.  S.  in- 
dustrials and  miscellaneous,  $92,000,000  in  U.  S.  com- 
panies operating  abroad,  and  $324,000,000  in  foreign 
corporations,  and  from  net  decreases  of  $6,000,000  in 
American  governments,  $54,000,000  in  foreign  govern- 
ments, and  $3,000,000  in  U.  S.  utility  issues. 

In  respect  to  the  number  of  shares  listed  on  the 
Exchange  on  the  first  of  each  year,  the  figures  for  recent 
years  follow: 


Total 

Year  Shares  Listed  Annual  Increase 

1925   433,448,561  +  58,167,276 

1926   491,615,837  +  94,025,385 

1927   585,641,222  +  69,357,904 

1928   654,999,126  +102,302,551 

1929   757,301,677  +370,380,791 

1930   1,127,682,468  +169,112,012 

1931   1,296,794,480   
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It  is  thus  apparent  that  the  great  impetus  given  to 
share  financing  during  earlier  years  largely  carried  over 
into  1930,  despite  the  declining  trend  of  stock  prices. 
Nevertheless,  of  the  large  increase  in  listed  shares  last 
year,  156,369,717  shares,  or  92%,  occurred  in  the  first 
nine  months  of  the  year.  In  November  1930,  shares 
on  the  list  decreased  641,147  shares — the  first  monthly 
decrease  since  November,  1927. 

The  net  increase  in  the  number  of  listed  shares  last 
year  resulted  from  an  increase  of  5,000,000  in  rails  and 
rail  equipments,  36,000,000  in  utilities,  119,000,000  in 
industrials  and  miscellaneous,  and  9,000,000  in  foreign 
companies,  and  a  decrease  of  1,000,000  in  U.  S.  companies 
operating  abroad. 

During  1930,  59,971,668  shares  of  stock  were  listed 
through  split-ups,  stock  dividends  and  exchanges  of 
stocks,  and  15,080,559  shares  from  financing  with 
"rights."  These  figures  compare  respectively  with 
89,722,486  shares  and  39,564,099  shares  in  1929. 

Committee  on  Securities 

The  Committee  on  Securities  is  the  oldest  Exchange 
committee,  having  been  authorized  by  a  resolution 
dated  January  28th,  1861 — eight  years  before  the  ad- 
ministration of  the  institution  was  vested  in  its  Govern- 
ing Committee.  For  the  past  seventy  years,  the  Com- 
mittee on  Securities  has  been  continuously  at  work 
passing  upon  security  deliveries  and  other  practical 
questions  which  arise  from  the  stockbrokers'  daily 
business.  Rulings  of  the  Committee  have  been  codified 
in  a  pamphlet  entitled  "Delivery  of  Securities." 

Apart  from  security  deliveries,  the  Committee  is 
concerned  with  guarantees  by  Stock  Exchange  firms  on 
the  assignments  of  stock  certificates,  with  endorsements 
on  bonds,  and  with  reclamations,  due  bills,  rights  to 
subscribe,  the  collection  and  publication  of  interest  and 
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dividend  announcements,  and  other  technical  considera- 
tions relating  to  securities  and  transactions  in  them. 

The  great  increase  in  share  financing  during  recent 
years  has  imposed  a  corresponding  volume  of  routine 
and  also  of  new  problems  on  the  Committee  and  its 
assistants. 

Stock  Clearing  Corporation 

After  the  record  activity  in  the  Stock  Clearing  Cor- 
poration caused  by  the  extraordinarily  heavy  markets 
of  1929,  last  year  was  by  contrast  somewhat  uneventful. 
Naturally,  also,  the  latter  half  of  1930  witnessed  a 
much  smaller  volume  of  clearance  and  settlement  work 
than  the  earlier  half  when  the  stock  market  was  so 
much  more  active.  In  line  with  the  policy  of  the 
Exchange,  however,  the  staffs  of  the  Night  and  Day 
Branches  were  not  curtailed,  and  the  Stock  Clearing 
Corporation  took  the  opportunity  of  offering  several 
new  services  to  its  clearing  members  in  addition  to  its 
regular  routine.  Clearing  members  numbered  413  on 
December  31st,  1930,  as  compared  with  410  on  Decem- 
ber 31st,  1929. 

In  the  Night  Clearing  Branch,  shares  cleared  (both 
sides  including  balances)  in  the  calendar  year  of  1930 
totalled  2,836,157,200  shares  worth  $159,451,338,200; 
this  compares  with  3,666,190,600  shares  worth  $299,- 
105,561,800  in  1929,  and  3,117,128,400  shares  worth 
$252,855,108,600  in  1928.  Cleared  issues  totalled  434 
on  December  31st,  1930,  as  against  439  at  the  end  of 
1929,  and  426  at  the  end  of  1928.  During  1930,  the 
largest  single-day  clearance  in  the  Night  Branch  was 
May  6th,  with  28,682,000  shares  (both  sides  including 
balances)  worth  $1,621,272,600;  the  largest  double-day 
clearance  during  the  year  occurred  May  5th,  1930,  when 
the  similar  figures  were  38,378,200  shares  worth  $2,363,- 
023,400.    The  record  single-day  clearance  for  all  time 
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was,  however,  effected  October  30th,  1929,  with 
46,252,400  shares  worth  $2,436,626,000,  while  the 
record  double-day  clearance  for  all  time  occurred 
December  10th,  1928,  with  32,828,000  shares  worth 
$2,802,997,600. 

During  1930,  the  Day  Branch  operations  comprised 
490,685,800  cleared  shares  worth  $26,053,898,200;  70,- 
835,300  non-cleared  shares  worth  $3,554,283,693;  $2,- 
459,120,000  par  value  of  bonds  worth  $2,455,071,724 
and  $6,266,285,039  of  loans  paid,  or  a  total,  including 
special  clearances  and  non-member  activities  in  the 
Central  Delivery  Department  (one  side)  of  $42,666,- 
322,578.  This  total  figure  compares  with  $74,000,- 
482,529  for  1929,  and  $56,142,192,538  for  1928.  Certi- 
fication eliminated  during  1930  amounted  to  $30,380,- 
519,397,  as  compared  with  $53,938,621,386  in  1929,  and 
$42,775,297,533  in  1928.  Bank  clearance  obviated  to- 
talled $24,000,723,056  in  1930,  as  compared  with 
$45,030,976,572  in  1929,  and  $37,726,743,956  in  1928. 
The  obviation  of  funds  which  otherwise  would  have 
been  required  to  settle  the  contracts  handled  by  the 
Stock  Clearing  Corporation,  amounted  in  1930  to 
$56,298,000,000  as  compared  with  $100,780,000,000 
in  1929,  and  $82,932,000,000  in  1928.  Check  reductions 
numbered  3,877,552  in  1930,  against  4,150,484  in  1929, 
and  3,650,371  in  1928. 

In  the  Stock  Transfer  Department,  the  daily  record 
for  the  number  of  shares  received  decreased  23,412,590 
as  compared  with  the  1929  totals.  The  record  number 
of  shares  received  in  one  day  was  592,900  (May  9th) 
and  the  record  number  of  shares  delivered  in  one  day 
was  636,500  (May  13th).  The  monthly  average  of 
firms  using  the  Stock  Transfer  Department  in  1930  was 
152  as  compared  with  186  in  1929,  and  139  in  1928; 
the  total  number  of  firms  employing  its  services  was 
245  in  1930  against  268  in  1929  and  224  in  1928. 
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When  the  Central  Delivery  Department  opened  April 
18th,  1929,  only  deliveries  of  cleared  stock  balances 
were  at  first  handled  through  it.  Subsequently,  the 
delivery  of  cleared  bonds  was  also  undertaken.  On 
April  24th,  1930,  the  delivery  of  non-cleared  stocks 
through  the  Department  was  made  effective.  Thus  the 
Central  Delivery  Department  has  taken  over  the  delivery 
of  all  listed  securities  between  Exchange  members  except 
non-cleared  bonds,  which  are  still  delivered  by  sellers 
to  the  offices  of  the  buyers  in  the  traditional  fashion. 

As  early  as  January  1928  the  Stock  Clearing  Corpora- 
tion established  partial  facilities  for  the  centralized 
delivery  of  securities  between  Stock  Exchange  firms 
(or  "clearing  members")  and  New  York  banks  and  trust 
companies  or  "non-members"  of  the  Stock  Clearing 
Corporation.  In  1929  this  service  was  revised  and 
improved.  During  1930  the  number  of  such  "non- 
members"  increased  to  16,  and  now  includes  the  leading 
Wall  Street  banks  and  trust  companies,  including  the 
Federal  Reserve  Bank  of  New  York.  The  business 
relationships  between  the  Stock  Exchange  firms  and 
the  New  York  banks  and  trust  companies,  exercised 
through  the  medium  of  the  Stock  Clearing  Corporation, 
have  been  mutually  advantageous;  the  popularity  of 
this  service  has  been  evidenced  by  the  continued  growth 
in  the  volume  of  this  business.  The  Central  Delivery 
Department  also  makes  it  possible  for  the  "non-mem- 
bers" to  deliver  securities  centrally  between  each  other, 
and  effect  money  settlements  through  the  Stock  Clearing 
Corporation.  From  statistics  taken  off  as  of  May  2nd, 
1930,  and  subsequently  reprinted  in  the  New  York 
Stock  Exchange  Bulletin  for  July,  1930,  the  operation 
of  the  Central  Delivery  Department  has  rendered  no 
longer  necessary  88.23%  of  the  separate  security  de- 
liveries which  would  have  been  required  under  the 
former  system  of  direct  deliveries  between  offices.  It 
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was  estimated  at  the  time  that  the  Central  Delivery- 
was  accomplishing  about  84%  of  its  possible  field  of 
work,  consisting  of  48%  in  deliveries  of  cleared  stocks, 
2%  in  cleared  bonds,  17%  in  non-cleared  stocks,  and 
17%  in  non-member  deliveries.  The  16%  of  possible 
operation  still  unattempted  included  non-cleared  bonds 
and  further  extension  of  non-member  deliveries;  this 
estimate  did  not,  however,  include  odd  lots  of  stock. 

The  accompanying  chart  (Chart  XXIII)  shows  in  total 
amounts  and  also  in  percentages  the  annual  obviation 
of  banking  accommodation  effected  by  the  Stock  Clear- 
ing Corporation  since  its  inauguration  in  1920,  and  also 
the  obviation  of  separate  checks  required  to  settle  the 
Stock  Exchange  business.  The  earlier  rise  in  these 
percentages  may  be  attributed  not  only  to  the  expanding 
volume  of  transactions  on  the  Stock  Exchange,  but  also 
to  the  widening  scope  of  Stock  Clearing  Corporation 
functions  over  this  period. 

Personnel  Department 

In  spite  of  the  sharp  decline  in  stock  market  activity 
since  1929  and  the  subsequent  decrease  in  the  number  of 
employees  needed  in  Stock  Exchange  houses,  the  Stock 
Exchange  and  its  subsidiary  companies  have  shown  an 
increase  in  the  number  of  employees  from  2,373  to 
2,425  at  this  writing,  due  to  the  expansion  of  the 
facilities  that  the  Exchange  offers  to  its  members. 

In  the  past  year,  the  Personnel  Department  has 
interviewed  39,620  applicants,  265  of  which  were  placed 
in  suitable  positions,  119  of  these  going  to  brokerage 
houses,  the  remaining  146  being  placed  with  firms 
outside  of  the  brokerage  field.  No  fee  is  charged  to 
the  employer  or  the  employee  for  this  ^service.  A 
decrease  in  the  number  of  applicants  interviewed  during 
the  past  year  has  been  due  to  the  fact  that  a  temporary 
Employment  Assistance  Bureau  was  established  on 
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November  28th,  1930.  Part  of  the  interviewing  staff 
of  the  Personnel  Department  has  been  devoting  its 
entire  time  to  this  work,  along  with  others  from  various 
concerns  in  the  financial  district.  Many  of  the  ap- 
plicants who  would  ordinarily  have  come  to  the  Per- 
sonnel Department  have  been  referred  to  this  bureau 
since  November  28th.  Since  that  time  there  have  been 
543  placements  made  by  the  bureau  without  charge  to 
the  employer  or  employee. 

The  Stock  Exchange  Institute  has  during  the  past 
year  extended  its  training  work  over  a  much  wider  field. 
Total  student  enrollments  have  increased  from  1,685  to 
3,485,  due  largely  to  the  fact  that  the  employees  of 
Stock  Exchange  firms  have  been  invited  to  take  ad- 
vantage of  the  courses  offered  by  the  Institute  in  the 
evening  at  a  very  nominal  fee.  During  the  fall  term 
of  1930,  one  evening  course  was  offered  on  the  4 'Work 
of  the  Stock  Exchange,"  to  ten  sections  of  forty  students 
each.  The  217  members  of  these  classes  who  success- 
fully completed  this  basic  course  were  permitted  to 
register  in  two  new  courses  for  the  spring  term,  namely, 
"Brokerage  Office  Practice,"  and  "Analysis  of  Corpora- 
tion Statements."  The  standard  of  scholarship  in  the 
evening  classes  has  been  consistently  high.  The  total 
enrollment  of  1,540  member  firm  employees  has  been 
divided  as  follows: 

Work  of  the  Stock  Exchange   790 

Brokerage  Office  Practice   84 

Analysis  of  Corporation  Statements   90 

Work  of  the  Financial  District  (Thursday 

morning  lectures)   576 

The  Institute  has  also  endeavored  to  maintain  an 
educational  interest  among  Exchange  employees  by 
adding  a  few  courses  to  its  usual  morning  curriculum. 
The  courses  added  during  the  past  year  were  Analysis 
of  Public  Utility  Securities,  Analysis  of  Railroad  Securi- 
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ties,  Business  Barometers,  the  Federal  Reserve  System, 
Bond  Yields,  and  the  Handling  of  Securities. 

In  previous  years,  increased  enrollments  in  Institute 
classes  resulted  from  the  hiring  of  employees  in  growing 
numbers.  During  the  past  year,  there  have  been  very 
few  new  employees  to  increase  this  enrollment,  but 
nevertheless  the  enrollments  of  Stock  Exchange  em- 
ployees for  Institute  courses  have  been  greater  than 
ever  before,  and  in  addition  there  have  been  the  large 
new  enrollments  of  employees  of  Stock  Exchange 
member  firms. 

The  extensive  athletic  program  fostered  by  the  Stock 
Exchange  for  its  employees  includes  teams  in  ten  sports. 
The  Committee  of  Arrangements  tendered  the  tenth 
annual  Athletic  Dinner  in  February  of  this  year  to  those 
employees  who  participated  in  sports  and  awarded 
prizes  for  each  of  the  varying  activities. 

Various  other  benefits  provided  for  the  Stock 
Exchange  employees,  namely,  Group  Life  Insurance, 
the  Employees  Loan  Fund,  the  Employees  Savings 
Plan,  and  the  Retirement  Plan,  have  been  continued 
in  force. 

Medical  Department 

The  health  of  the  financial  community  throughout 
1930  proved  unusually  good.  There  were  no  epidemics 
of  any  kind,  and  the  few  cases  of  infectious  diseases 
encountered  were  effectively  controlled  by  prompt 
detection,  and  close  supervision  of  other  employees 
exposed  to  them.  Altogether  there  were  33,464  visits 
to  the  Department  during  the  year.  The  average 
number  of  days  lost  for  all  employees  during  1930  on 
account  of  sickness  was  2.96  days. 

The  result  of  the  annual  physical  examination  of 
employees  of  the  Stock  Exchange  and  its  affiliated  com- 
panies indicates  that  the  efforts  of  the  Medical  Depart- 
ment to  clear  up  existing  defects  have  proved  satis- 
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factory.  The  best  record  in  this  respect  was  in  the 
Floor,  Bond  and  Tube  Departments,  where  323  cases 
out  of  858  (or  37.6%)  were  corrected  during  1930.  Of 
these,  190  concerned  the  teeth,  vision,  nose  and  throat. 
Thirty-three  patients  were  treated  in  the  Cromwell 
Memorial  beds  at  the  Presbyterian  Hospital,  and  cases 
have  been  referred  to  practically  all  members  of  the 
consulting  staff  of  the  Department,  who  have  fully 
cooperated  with  it  in  the  work.  The  importance  of 
pre-employment  medical  examination  has  been  clearly 
recognized  by  the  Department;  out  of  1,366  applicants 
(including  telephone  clerks)  last  year,  44  were  rejected. 

The  most  important  recent  development  has  been  the 
opening  of  the  new  quarters  of  the  Medical  Department, 
which  now  occupy  the  entire  ninth  floor  of  the  new 
building.  The  complete  equipment  and  more  ample 
accommodations  which  have  thus  been  made  available, 
make  it  possible  for  the  Medical  Department  to  offer 
health  review  service  to  Stock  Exchange  member  firms 
on  a  much  larger  scale  than  was  previously  possible. 

Through  the  generosity  of  Mrs.  Charles  L.  Cammann 
and  the  interest  of  Mr.  Wright  Duryea,  the  use  of  two 
endowed  beds  at  St.  Luke's  Hospital  have  also  been 
placed  at  the  Department's  disposal. 

Purchasing  Department 

During  1930  the  Purchasing  Department  of  the  Stock 
Exchange  carried  on  its  functions  of  centralizing  and 
handling  the  purchasing  of  supplies  and  equipment  for 
the  Exchange,  in  the  interests  of  economy  and  efficiency. 

Division  of  Records  and  Investigations 

This  Division  commands  a  guard  of  some  ninety 
officers  and  men  responsible  for  the  many  protective 
features  in  the  Stock  Exchange  organization.  In  addi- 
tion, it  maintains  a  file  containing  the  personal  history, 
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employment  record,  photograph  and  identification  of 
thousands  of  employees  of  the  Exchange,  its  affiliated 
companies,  and  its  member  firms. 

Last  year,  6,522  reports  were  written  by  the  Division, 
13,208  identification  photographs  were  taken,  and  418 
accident  cases  were  handled,  besides  many  other  mis- 
cellaneous services.  The  Division  closed  the  year  with 
a  personnel  of  143  persons. 

Quotation  Service 

The  wire  quotation  service  by  which  members  obtain 
quotations  over  private  lines  at  their  offices  from  the 
various  posts  on  the  floor  through  a  separate  quotation 
room  in  the  Exchange  Building,  has  been  successfully 
operated  during  the  past  year.  An  improved  system 
has  been  installed  by  which  the  furnishing  of  these 
quotations  has  been  facilitated  through  the  operation 
of  a  dial  system,  obviating  the  former  necessity  of 
calling  through  a  switchboard. 

There  are  at  present  85  employees  in  the  Quotation 
Room,  105  on  the  floor  of  the  Exchange,  and  15  em- 
ployed both  on  the  floor  and  in  the  Quotation  Room, 
regularly  engaged  in  the  collection  of  quotations.  The 
daily  average  number  of  quotations  disseminated  over 
these  private  lines  is  between  30,000  and  33,000.  There 
are  now  356  telephone  lines  between  the  Central  Quota- 
tion Room  and  broker's  offices. 

New  York  Stock  Exchange  Bulletin 

In  order  better  to  acquaint  the  public  with  current 
statistics  relating  to  security  marketing,  the  New 
York  Stock  Exchange  Bulletin  was  inaugurated  April 
15th,  1930  and  has  appeared  regularly  each  month  since 
that  date.  The  circulation  of  the  publication  at  this 
writing  is  approximately  13,500.  In  its  March  1931 
issue,  the  size  of  the  Bulletin  was  expanded  from  twelve 
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to  sixteen  pages.  The  existence  of  the  Bulletin  has 
made  it  unnecessary  to  include  in  this  Annual  Report 
many  statistical  series  formerly  published  here,  and 
readers  are  accordingly  referred  for  such  figures  to  the 
Bulletin. 


IV.     NEW  STEPS  IN  ADMINISTRATION 

Stock  Clearing  Corporation  Developments 

The  facilities  for  the  central  delivery  of  securities  in 
the  Stock  Clearing  Corporation  have  already  been 
mentioned  in  the  former  section  of  this  report  devoted 
to  "The  Course  of  Administration."  Apart  from  the 
inclusion  of  non-cleared  stocks  in  the  Central  Delivery 
Department,  mention  should,  however,  be  made  in 
this  place  of  the  creation  in  the  Day  Branch  of  a  separate 
department  under  an  individual  manager,  in  December 
1930,  to  supervise  the  central  security  deliveries  and 
money  settlement  between  non-members  and  between 
non-members  and  clearing  members. 

The  experimental  work  in  connection  with  the  com- 
piling of  Night  Clearing  Branch  sheets  by  machine 
tabulation  has  been  continued  during  the  past  year. 

Secondary  Distribution 

The  regulations  under  which  commissions  could  be 
paid  by  Exchange  firms  to  security  salesmen  distributing 
securities  of  original  issue,  have  long  been  well  defined. 
Ascertain  degree  of  confusion,  however,  has  existed  in 
regard  to  the  secondary  distribution  of  securities.  In 
recent  years,  this  matter  has  become  an  increasingly 
important  problem,  due  to  the  tremendous  growth  in 
the  investment  purchasing  of  listed  securities,  and 
the  wide  extension  of  security  distribution  through 
salesmen. 
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On  February  13th,  1924  a  Special  Committee  was 
appointed  to  consider  this  subject.  On  its  recom- 
mendation, there  was  incorporated  in  the  Rules  adopted 
pursuant  to  the  Constitution,  the  following  clause: 

"Members  may  allow  to  security  salesmen  a  commission  on  the 
sale  of  listed  stocks  which  are  owned  by  said  members  and  which 
are  not  of  original  issue,  provided  that  the  Committee  on  Quotations 
and  Commissions  shall  have  found  upon  the  application  of  any 
member  that  it  is  not  against  the  interest  of  the  Exchange  to  offer 
any  such  stocks  off  the  Floor  of  the  Exchange  publicly  by  advertise- 
ment or  otherwise  and  shall  not  have  changed  such  finding." 

The  Committee  on  Quotations  and  Commissions  was, 
however,  reluctant  to  act  under  the  power  thus  con- 
ferred upon  it.  Meanwhile  the  desirability  of  a  liberal 
interpretation  of  the  rule  assumed  from  time  to  time 
increasing  importance  for  member  houses  and  for  the 
financial  community  as  a  whole. 

On  October  15th,  1930  a  Special  Committee  of  the 
Conference  Committee  was  appointed  to  consider  this 
whole  problem  again.  This  Committee  found  that  non- 
member  firms  not  subject  to  Exchange  rules  were  able  to 
pay  commissions  on  the  secondary  distribution  of  listed 
issues,  and  thus  embark  on  perfectly  sound  business 
undertakings  practically  prohibited  to  Exchange  mem- 
bers; that  member  firms  who  had  accumulated  blocks 
of  securities  could  not  distribute  them  through  their 
own  distributing  organizations,  and  might  therefore  be 
forced  to  resort  to  options  to  members  or  non-members, 
or  other  distributory  methods  less  satisfactory  than  pay- 
ing reasonable  commissions;  and  that  the  independent 
distributor  who  was  a  member  of  the  Exchange  could 
not  under  the  circumstances  secure  enough  new  business 
to  cover  the  expenses  of  his  distributing  organization, 
and  on  the  other  hand  was  prevented  from  entering 
secondary  distribution  operations  of  advantage  to  him- 
self, to  his  clients  and  to  the  community  at  large. 

The  Committee  accordingly  recommended  that  a 
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Special  Committee  on  Secondary  Distribution  be  ap- 
pointed, composed  of  two  members  of  the  Committee 
on  Quotations  and  Commissions,  two  members  of  the 
Committee  on  Stock  List,  and  one  member  of  the 
Committee  on  Business  Conduct;  that  the  Rules  be 
amended  to  transfer  such  questions  of  salesmen's  com- 
missions on  listed  stocks  from  the  Committee  on 
Quotations  and  Commissions  to  the  new  Special  Com- 
mittee; that  Section  7  of  Chapter  XVI  of  the  Rules  be 
changed;  and  that  authority  be  delegated  to  the  Special 
Committee  over  the  distribution  of  securities  of  listed 
companies. 

While  the  Committee  felt  that  a  more  liberal  attitude 
in  the  matter  of  secondary  distribution  of  listed  issues 
was  desirable,  at  the  same  time  it  expressed  the  opinion 
that  the  greatest  care  should  be  exercised  to  safeguard 
the  interests  of  the  public  and  of  Stock  Exchange 
firms. 

Accordingly  on  December  10th,  1930,  a  Special  Com- 
mittee on  Secondary  Distribution  was  appointed.  The 
recommended  changes  were  also  made  in  the  Rules  by 
amendment  of  Section  7  of  Chapter  XVI. 

The  Special  Committee  on  Secondary  Distribution 
announced  on  December  30th,  1930,  the  following 
tentative  requirements  for  applications,  subject  to 
change  without  notice  as  experience  may  dictate: 

1.  Applications  for  secondary  distribution  shall  be  accompanied 
by  a  circular  covering  an  adequate  description  of  the  company 
whose  stock  is  to  be  distributed.  Earnings  statements  and  balance 
sheets  for  recent  years  must  be  presented,  including  the  most  recent 
earnings  report  and  balance  sheet,  whether  or  not  these  cover  an 
entire  fiscal  year.  If  the  company  in  question  only  issues  annual 
reports,  and  if  a  considerable  period  of  time  has  elapsed  since  the 
date  of  the  annual  report,  the  Committee  may  feel  considerable 
reluctance  in  approving  the  application.  The  circular  shall  also 
contain  such  other  official  information  as  may  be  available  and 
which  will  afford  a  reasonable  description  of  the  company  to 
prospective  purchasers. 
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2.  The  application  must  state  the  amount  of  stock  which  has 
been  acquired  and  which  the  applicant  may  expect  to  acquire  and 
the  method  of  acquisition  in  each  case. 

3.  The  application  must  describe  in  detail  the  contemplated 
method  of  effecting  secondary  distribution.  This  description  must 
include  the  price  or  prices  at  which  stock  will  be  sold  and  the 
amount  of  commission  which  will  be  paid.  The  applicant  must 
agree  that  any  given  price  at  which  stock  is  to  be  sold  shall  include 
a  provision  for  normal  Stock  Exchange  commission  to  non-members. 
The  Committee  inclines  to  favor  establishing  the  price  at  which 
sales  are  to  be  made  on  the  basis  of  the  last  sale  on  the  New  York 
Stock  Exchange  prior  to  effecting  the  sale  by  means  of  secondary 
distribution. 

4.  The  application  must  indicate  a  time  limit  within  which 
secondary  distribution  is  to  be  effected.  The  Committee  is  not 
likely  to  authorize  secondary  distribution  except  for  reasonably 
short  periods,  so  that  authorizations  may  be  frequently  reviewed  in 
case  conditions  change. 

5.  Applications  must  state  to  what  reasonable  extent  the  stock 
for  secondary  distribution  will  be  made  available  to  members  of 
the  Exchange  who  are  not  members  of  a  selling  group  or  associated 
in  the  secondary  distribution  in  question,  so  that  no  member  of  the 
Exchange  may  be  unfairly  handicapped  because  of  the  fact  that 
his  customers  can  buy  stocks  more  cheaply  through  channels  of 
secondary  distribution  than  is  possible  on  the  floor  of  the  Exchange. 

6.  The  applicant  must  agree  that  under  no  circumstances  will 
any  part  of  a  salesman's  commission  be  reallowed  to  customers  of 
his  firm  or  to  customers  of  associated  firms.  Failure  to  observe  this 
agreement  will  subject  the  applicant  to  the  possibility  of  cancellation 
of  privileges  of  secondary  distribution  which  may  have  been 
accorded. 

7.  The  Committee  meets  regularly  on  Tuesdays  at  3:10  P.  M. 
Seven  copies  of  the  application  and  all  papers  in  connection  there- 
with should  be  on  file  with  the  Secretary,  at  the  latest,  on  the 
Friday  before  the  regular  meeting  at  which  the  application  is 
to  be  considered. 

Supplementary  Rules  Governing  Customers*  Men 

In  April  1930  the  President  appointed  a  Special  Com- 
mittee to  investigate  conditions  surrounding  the  em- 
ployment and  activities  of  customers*  men. 

After  extensive  study  and  investigation,  the  Com- 
mittee submitted  to  the  Governing  Committee  a  report 
which,  after  reciting  inequitable  practices  and  unsound 
conditions  in  this  field,  embodied  detailed  recommenda- 
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tions  designed  to  correct  them.  This  report  and  its 
recommendations  were  adopted  by  the  Governing  Com- 
mittee on  May  7th,  1930. 

Installation  of  New  Ticker  Machines 

During  1929  and  the  first  eight  months  of  1930,  the 
work  of  replacing  the  existing  stock  tickers  with  the 
new  high  speed  tickers  went  rapidly  forward.  On 
September  2nd,  1930,  high  speed  operation  of  the  new 
system  was  commenced  and  has  since  been  maintained 
with  most  satisfactory  results.  The  tickers  carrying 
bond  quotations  began  high  speed  operation  in  Decem- 
ber. The  change  from  the  old  to  the  new  system 
involved  the  replacing  of  more  than  three  thousand 
ticker  machines,  and  represents  an  investment  of  more 
than  one  million  dollars  by  the  Stock  Exchange's 
subsidiary,  The  New  York  Quotation  Company. 

The  Western  Union  Telegraph  Company  which,  under 
contract  with  the  Exchange,  furnishes  quotations  to 
non-members  and  to  members  located  outside  of  the 
downtown  district  of  New  York  City,  had  similarly 
been  engaged  in  installing  new  tickers,  so  that  operation 
of  the  high  speed  tickers  commenced  simultaneously 
throughout  the  country. 

The  new  tickers  operate  at  a  printing  speed  of  five 
hundred  characters  per  minute,  as  compared  with  about 
two  hundred  and  seventy-five  characters  per  minute  for 
the  previous  machines.  Although  the  volume  of  stock 
transactions  since  the  inauguration  of  the  system  has 
not  been  sufficient  to  give  the  new  machines  any  ex- 
tended or  exhaustive  test,  such  comparisons  as  it  has 
been  possible  to  make  indicate  that  the  new  system 
should  give  a  most  satisfactory  account  of  itself  in 
times  of  greater  market  activity.  At  no  time  has  the 
new  ticker  been  more  than  five  minutes  behind  the 
market,  although  the  daily  volume  of  trading  has 
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occasionally  been  more  than  six  million  shares.  On  an 
equivalent  volume,  the  old  ticker  would  have  been  an 
hour  or  more  behind  the  market. 

The  new  machine  is  naturally  a  much  more  complex 
device  than  the  old  ticker.  It  is  gratifying  to  note  that 
the  design  of  the  machine  and  the  careful  inspection 
and  maintenance  service  provided  by  the  Quotation 
Company  have  kept  mechanical  and  electrical  troubles 
at  an  extremely  low  level. 

In  February  1931,  the  ticker  transmitter  stations 
previously  located  at  various  points  on  the  Exchange 
floor  were  removed  to  an  elevated  platform  on  the 
east  side  of  the  main  Board  Room.  Reports  of  sales  are 
sent  to  the  platform  from  all  parts  of  the  floor  by 
pneumatic  tubes.  This  change  was  made  in  order  to 
release  valuable  floor  space,  to  reduce  congestion  on  the 
floor,  and  to  facilitate  supervision  and  traffic  control. 

The  introduction  of  the  high  speed  ticker  made  it 
necessary  to  replace  the  projectors  on  the  Exchange 
floor,  as  the  speed  of  the  moving  tape  was  too  great  to 
permit  the  tape  to  be  easily  read.  New  projectors  of  a 
unique  type  were  installed  which  make  the  printed 
characters  legible  from  all  parts  of  the  floor,  even  when 
the  tape  is  moving  at  full  speed. 

During  the  winter  of  1930-31,  the  Western  Union 
Telegraph  Company  extended  its  ticker  service  to 
Havana,  Cuba,  marking  the  first  instance  of  ticker 
service  outside  of  continental  North  America. 

Committee  on  Stock  List  Activities 

The  report  of  the  Special  Committee  on  Stock  Divi- 
dends, referred  to  in  the  last  Annual  Report  of  the 
President,  brought  forth  a  number  of  inquiries  as  to 
the  attitude  of  the  Exchange  on  this  subject,  necessitat- 
ing sending  out  a  further  announcement  on  Stock 
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Dividends,  which  was  adopted  by  the  Governing 
Committee  on  April  30th,  1930. 

This  announcement,  which  supplemented  and  ex- 
tended the  earlier  report  without  changing  it,  stated 
it  to  be  the  opinion  of  the  Committee  on  Stock  List 
that  there  should  always  be  an  accurate  segregated 
statement  of  Earned  Surplus  in  the  Balance  Sheet;  that 
the  sum  of  the  theretofore  Capital  and  Capital  Surplus 
per  share  represented  the  minimum  amount  per  share 
issued  as  a  Stock  Dividend  which  should  be  charged 
against  Earnings  or  Earned  Surplus  by  the  issuing 
company;  and  that,  in  the  case  of  optional  Stock 
Dividends,  the  amount  of  the  cash  alternative  measured 
the  minimum  properly  to  be  charged  against  Earnings 
or  Earned  Surplus  by  the  issuing  company. 

While  not  declining  to  list  ordinary  periodical  Stock 
Dividends  insufficiently  charged  against  Earnings  or 
Earned  Surplus,  providing  proper  disclosure  is  made 
of  the  nature  of  such  dividends,  it  was  stated  that  stock 
issued  as  interest  or  as  dividends  upon  other  securities 
with  a  cash  alternative,  will  not  be  regarded  as  available 
for  listing  if  it  is  to  be  charged  against  Earnings  or 
Earned  Surplus  at  less  than  the  amount  of  cash  sur- 
rendered, excepting  as  to  such  issues  approved  prior  to 
this  announcement. 

It  was  further  stated  that  the  Exchange  would  not 
knowingly  list  any  securities  of  a  corporation  taking 
up  as  Income  upon  its  books  Stock  Dividends  received 
at  a  larger  figure  than  the  proportionate  amount  charged 
against  Earnings  or  Earned  Surplus  by  the  issuing  com- 
pany. 

During  the  year,  the  Committee  on  Stock  List  has 
continued  and,  in  some  respects,  intensified  its  efforts 
to  secure  adequately  informative  corporate  financial 
reports  from  listed  companies.  Progress  was  made 
along  this  line  in  part  through  the  means  of  numerous 

84 


conversations  with  the  officials  of  listed  corporations 
and  with  accountants;  partly  through  minor  revisions 
of  the  requirements  for  listing  and  of  the  agreements 
required  from  listed  corporations;  and  partly  through 
an  invitation  extended  to  the  American  Institute  of 
Accountants  to  appoint  a  Committee  on  Cooperation 
with  the  Stock  Exchange  for  the  consideration  of  many 
questions  arising  as  to  which  there  is  not  a  con- 
sensus of  opinion  among  accountants  in  regard  to  the 
proper  practice  to  be  observed,  or  the  proper  method 
of  reporting  in  financial  statements,  or  both.  Such  a 
Committee  has  been  appointed  by  the  American  In- 
stitute of  Accountants.  Progress  along  these  lines 
has  been  made  with  this  assistance  and  further  progress 
is  expected. 

The  agreements  required  from  management  investment 
trusts  as  a  condition  of  listing  were  modified  in  several 
minor  matters  and  in  one  important  one.  The  latter 
was  through  an  additional  agreement  on  the  part  of  the 
applicant  trust  not  to  purchase  or  otherwise  acquire 
for  its  own  account,  or  indirectly  through  a  subsidiary, 
shares  of  its  common  stock,  howsoever  designated, 
otherwise  than  under  exceptional  and  special  circum- 
stances. In  case  any  such  purchase  is  made,  to  submit 
promptly  to  the  Committee  on  Stock  List  all  relevant 
facts  in  connection  therewith  and,  upon  request  of  the 
Committee,  to  take  such  steps  as  the  Committee  deems 
necessary  to  make  such  re-acquired  shares  unavailable 
for  trading  without  further  application. 

A  copy  of  this  new  agreement  was  sent  to  the  invest- 
ment trusts  theretofore  listed  with  a  request  that  they 
be  added  to  the  agreements  already  made  by  them. 
With  one  or  two  exceptions,  the  listed  investment 
trusts  responded  favorably  to  this  request. 
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Floor  Facilities 

The  installation  of  the  new  type  of  trading  post  has 
been  completed.  The  floor  now  contains  17  posts 
(exclusive  of  Post  30)  with  accommodations  for  1,840 
stock  issues  and  204  specialists'  clerks. 

Various  internal  changes  were  made  during  1930  by 
the  Committee  of  Arrangements  to  facilitate  the  hand- 
ling of  business  on  the  floor,  including  the  installation 
of  an  improved  type  of  enlarged  ticker  tape,  the  removal 
from  the  floor  of  ticker  sending  stations,  the  erection  of 
additional  telephone  booths,  reorganization  of  floor 
messenger  forces,  and  rules  covering  employment 
after  hours. 

Amendments  to  Constitution  and  Rules  During  1930 

There  were  various  amendments  to  the  Constitution 
and  Rules  during  1930,  among  them  being  the  following: 

Sec.  2,  Article  XIX,  effective  January  17th,  1930,  increasing 
the  commissions  on  bonds. 

Sees.  1,  2  and  3,  Article  XXII,  increasing  the  contribution  to 
the  Gratuity  Fund  to  $15,  and  increasing  the  payment  from  the 
Fund  to  the  beneficiary  upon  the  death  or  a  member  to  $20,000. 

Sub-division  Four,  Sec.  1,  Article  X,  increasing  the  membership 
of  the  Committee  on  Business  Conduct  to  six. 

Sub-division  Three,  Sec.  1,  Article  X,  increasing  the  member- 
ship of  the  Committee  of  Arrangements  to  nine. 

A  constructive  step  toward  aiding  the  small  investor 
was  made  at  the  end  of  1930,  when  the  Committee  on 
Quotations  and  Commissions  recommended  an  amend- 
ment to  the  Constitution  reducing  the  rate  of  commis- 
sion on  ten-share  unit  stocks.  This  was  adopted  on 
January  7th,  1931. 

Control  Department 

In  order  to  coordinate  existing  procedure,  insure 
greater  accuracy  and  maintain  a  close  supervision  over 
both  income  and  expenditure,  a  Control  Department 
was  established  in  November,  1930.    This  new  De- 
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partment  makes  a  current  audit  of  all  transactions  aris- 
ing in  the  operating  procedure  of  the  Stock  Exchange, 
thus  enabling  the  different  departments  of  the  Exchange 
more  readily  to  compare  actual  income  or  expenditures 
with  their  budget  estimates. 

v.  CONCLUSION 

In  concluding  this  report  for  1930,  may  I  express  my 
deep  appreciation  of  the  constant  and  whole-hearted 
cooperation  which  I  have  received  from  the  banks  of 
the  New  York  Clearing  House  Association,  as  well  as 
from  the  Governors,  officers,  members  and  employees  of 
the  Stock  Exchange,  in  the  task  of  administering  its 
affairs.  I  wish  also  to  acknowledge  the  loyal  help  in 
the  work  so  often  given  by  the  Association  of  Stock 
Exchange  Firms,  its  Cashiers'  Section,  the  Association  of 
Bond  Brokers,  and  other  financial  and  business  organ- 
izations. 

respectfully  submitted, 

Richard  Whitney, 

president. 
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APPENDIX  A. 


COMPARATIVE  INSOLVENCIES 


(Percentages  to  outstanding  totals,  of  annual  insolvencies  of 
New  York  Stock  Exchange  members,  all  American  banks, 
national  banks,  and  American  commercial  houses,  1900-1930.) 


Year 

N.  Y.  S.  E. 
Members 

% 

All  American 
Banks 

% 

National 
Banks 

% 

Commercial 
Houses 

% 

1900  

1.09 

0.57 

0.13 

0.92 

1901  

  1.18 

0.64 

0.21 

0.90 

1902  

  0.27 

0.51 

0.08 

0.93 

1903  

  0.90 

0.88 

0.26 

0.94 

1904  

  0.54 

0.67 

0.41 

0.92 

1905  

  0.27 

0.78 

0.35 

0.85 

1906  

  0.27 

0.32 

0.09 

0.77 

1907  

0.72 

0.67 

0.18 

0.82 

1908.. ..  ... . 

  0.81 

0.84 

0.28 

1.08 

1909  

  0.18 

0.36 

0.11 

0.80 

1910  

  0.54 

0.52 

0.08 

0.80 

1911  

  0.45 

0.44 

0.06 

0.81 

1912  

  0.27 

0.31 

0.08 

0.98 

1913  

0.09 

0.46 

0.16 

0.99 

1914  

  0.90 

0.79 

0.20 

1.10 

1915  

  0.09 

0.49 

0.26 

1.32 

1916  

0.00 

0.18 

0.10 

0.99 

1917  

  0.36 

0.15 

0.06 

0.80 

1918  

  0.54 

0.07 

0.02 

0.58 

1919  

0.27 

0.17 

0.02 

0.38 

1920  

  0.45 

0.39 

0.08 

0.49 

1921  

  0.72 

1.31 

0.49 

1.02 

1922  

  0.81 

0.91 

0.35 

1.19 

1923  

  0.45 

1.91 

0.93 

0.94 

1924  

  0.36 

2.08 

1.48 

1.01 

1925  

  0.09 

1.60 

1.36 

1.05 

1926  

  0.00 

2.16 

1.25 

1.00 

1927  

  0.09 

1.47 

1.38 

1.07 

1928  

  0.09 

1.42 

0.91 

1.08 

1929  

  0.16 

1.72 

0.87 

1.04 

1930  

  0.44 

3.88 

2.22 

1.21 

88 


APPENDIX  B. 
FOREIGN  PRICE  INDICES  OF  LISTED  SHARES 
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,  ..  86.3 

349 

90.5 

64 
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(1)  Dane's  Index  (in  Investors'  Chronicle)  for  ordinary  shares  listed  on  the  London  Stock  Exchange, 
Dec.  31st,  1923=100.    Prices  as  of  the  last  Monday  preceding  month  indicated. 

(2)  Statistiquc  Generale  Francaise  index  of  191  variable  revenue  securities  listed  on  the  Paris  Parquet, 
1913=100.    Prices  as  of  the  first  of  the  month  indicated. 

(3)  Stolper's  Borsenindex  of  listed  Berlin  shares,  as  of  the  Wednesday  nearest  the  first  of  the  month 
indicated. 

(4)  Ccntraal  Bureau  voor  dc  Statistiek  index  for  Amsterdam  listed  shares,  1921-1925=100.  Mean 
price  for  the  month  indicated. 

(5)  Oesterreichische  Bundesamt  fur  Statistik  index  for  shares  listed  on  the  Vienna  Borse,  Jan. — 
June,  1914=100.    Prices  as  of  the  15th  of  the  month  indicated. 

(6)  Camera  di  Commercio  index  for  35  shares  listed  on  the  Borsa  di  Milano,  Dec.  1925=100.  Prices 
as  of  the  first  of  the  month  indicated. 
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FOREIGN  PRICE  OR  YIELD  INDICES  OF  LISTED  BONDS 

PRICE  INDICES  YIELD  INDICES 

London  Stock             Paris  Berliner  Amsterdamsche 

Exchange                Parquet  Borsc  Beurs 

1928                              (1)                     (2)  (3)  (4) 

January                       112.4               76.8  7.66  4.64 

February                     112.3               80.4  7.65  4.63 

March                        112.4               80.2  7.73  4.66 

April                         113.7              80.3  7.80  4.65 

May                           112.4               81.3  7.84  4.67 

June                          112.4               81.8  7.87  4.67 

July                           112.1               84.3  7.90  4.64 

August                      112.1              83.7  7.95  4.63 

September                  111.7               84.9  8.00  4.61 

October                     112.3               84.9  8.01  4.64 

November                  112.1               84.4  8.05  4.65 

December                   112.1               83-8  8.05  4.62 

1929 

January                      113-4               84.1  8.02  4.62 

February                     111.7               86.0  8.03  4.65 

March                        111.1               81.8  8.08  4.73 

April                         111.9               81.7  8.12  4.83 

May                           110.4               83.0  8.17  4.82 

June                          109.8               84.2  8.34  4.80 

July                           109.3               84.8  8.30  4.79 

August                       109.0               84.6  8.29  4.78 

September                   108.9               84.8  8.32  4.81 

October                     109.3              86.9  8.36  4.79 

November                  108.5               86.6  8.45  4.82 

December                  108.5              87.7  8.43  4.75 

1930 

January                       109.6               91.6  8.42  4.71 

February                     110.1               97.5  8.36  4.71 

March                        112.7               96.3  8.30  4.67 

April                         112.7               95.8  8.13  4.68 

May                            111.4               95-5  8.00  4.64 

June                          110.0               95-3  7.86  4.58 

July                           112.3               95.8  7.84  4.56 

August                       111.9               95.7  7.79  4.52 

September                  112.0               96.6  7.82  4.49 

October                     113.1               96.4  7.98  4.46 

November                  112.8               95-4  8.04  4.51 

December                   112.5               94.7  8.06  4.50 

1931 

January                       112.8               94.1  8.05  4.49 

(1)  Bankers'  Magazine  price  index  for  87  fixed  revenue  securities  listed  on  the  London  Stock  Ex- 
change, December,  1921=100.    Prices  as  of  the  mid-month. 

(2)  Statistiquc  Gencrale  Francaise  price  index  for  54  fixed  revenue  securities  listed  on  the  Paris 
Parquet,  1913=100.  Beginning  March,  1929,  index  revised  and  based  thereafter  on  35  fixed 
revenue  securities.    Prices  as  of  the  first  of  each  month  indicated. 

(3)  Stolper's  index  of  yields  on  all  fixed  revenue  securities  listed  on  the  Berliner  Borsc,  as  of  the 
Wednesday  nearest  the  first  of  the  month  indicated.    Revised  index  beginning  January,  1927. 

(4)  Centraal  Bureau  voor  dc  Statistick  index  of  yields  on  fixed  revenue  sccuritias  listed  on  the  Amster- 
damsche Beurs.    Mean  quotations  for  the  months  indicated. 
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APPENDIX  D. 


NUMBER  OF  ISSUES  LISTED 

(as  of  January  1st) 
1900-1931 


Year 

Bonds 

Stocks 

Year 

Bonds 

Stocks 

1900  

839 

377 

1916    ,  , 

. .  1,149 

540 

1901  ,  , 

827 

376 

1917.  ..  . 

. .  1,171 

613 

1902 

. . .  855 

379 

1918  , .  , 

.  .  1,102 

627 

1903  

891 

384 

1919  

. .  1,131 

612 

1904  

903 

383 

1920.  ..  . 

. .  1,114 

691 

1905  

907 

374 

1921.  ..  . 

..  1,115 

756 

1906  

929 

381 

1922, . ,  . 

..  1,156 

792 

1907  

937 

393 

1923  

..  1,234 

778 

1908,  ,  . 

929 

389 

1924.  . . . 

. .  1,262 

889 

1909  

984 

402 

1925  

. .  1,332 

927 

1910  

. . .  1,013 

426 

1926  ,  ,  . 

. .  1,367 

1,043 

1911  

. . .  1,053 

454 

1927.  ..  . 

. .  1,420 

1,081 

1912,  ,  , 

. . .  1,069 

480 

1928,  . .  . 

. .  1,491 

1,097 

1913  

. . .  1,083 

521 

1929.... 

. .  1,534 

1,176 

1914  

. . .  1,082 

511 

1930  

. .  1,543 

1,293 

1915  

. . .  1,096 

511 

1931  

. .  1,607 

1,308 
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APPENDIX  E. 


ANNUAL  PUBLIC  SECURITY  FLOTATIONS 

Net  Capital 

(000,000  omitted) 


1919 

1920 

1921 

1922 

1923 

1924 

U.  S.  Government*  

690 

688 

1,226 

1,114 

1,051 

1,388 

U.  S.  Corporations  

2,246 

2,563 

1,701 

2,211 

2,635 

3,029 

Total  U.  S  

2,936 

3,251 

2,927 

3,325 

3,686 

4,417 

Foreign  Governments.. 

285 

236 

405 

510 

212 

703 

Foreign  Corporations. . 

122 

125 

67 

293 

Total  Foreign  

285 

236 

527 

635 

279 

996 

1925 

1926 

1927 

1928 

1929 

1930 

U.  S.  Government*  

1,360 

1,354 

1,486 

1,385 

1,422 

1,459 

3,604 

3,753 

4,656 

5,346 

8,002 

4,483 

Total  U.  S  

4,964 

5,107 

6,142 

6,731 

9,424 

5,942 

Foreign  Governments.. 

549 

542 

827 

585 

120 

547 

Foreign  Corporations. . 

497 

603 

735 

733 

637 

461 

Total  Foreign  

1,046 

1,145 

1,562 

1,318 

757 

1,008 

♦Excluding  Federal  Government  Loans. 
Source  of  Statistics:  Commercial  &  Financial  Chronicle. 
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APPENDIX  F. 


FLOTATION  OF  GOVERNMENT  ISSUES 
IN  NEW  YORK  AND  LONDON  MARKETS 

1919-1930 
(£=$4,886) 

Year  New  York  London 

1919   $285,187,300   

1920   236,780,232   

1921   405,252,000   

1922   515,289,534   

1923    213,153,000   

1924   705,779,961  $489,694,929 

1925   589,939,000  165,401,405 

1926   542,043,000  273,785,744 

1927   826,912,000  375,265,351 

1928   585,634,000  350,933,686 

1929   120,462,000  169,742,425 

1930   547,892,000  335,073,882 

Sources: 

New  York— 

Commercial  &  Financial  Chronicle. 

London — 

Midland  Bank,  Ltd. 
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